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‘ Dr. Daniel Whiteside ) )
Director, Bureau of : "
Health Manpower . - . '
Health Resdurces Administration - .
Public Health Service ' -
5600 Fishers Lane, Room 11-05
: Rockville, Maryland 20852

Dear Dr. Whiteside:

I am pleased to present to the Bureau of Health. Manpower the
report entitled "A Deferred Cost of Education Plan for Podiatric _
Medicine," prepared’ by the Academy for Educational Development as our . )
subcontractor. - The report describes a proposed new “plan.for financing
the education of doctors of podiatric medicine, covering both the costs
of the students and of operating the colleges. .This report represents .
the end product of a year long project which was sponsored by the ’

Division of Associated Health Professions in your Bureau and was car- ' !

. r{ed out under HRA contract number 231-75-0202.
¢

involved an in-depth study by the Academy into past
and.pfesent cqsts of a means of finapcing podiatric medical. education
ts for financing'thosg§ costs in the future. _A substan-
: tial amount of informition and statistical data were assembled, amd
T various financing alterndtives were explored. The plan which evo
rom this study represents whit we congider to be the meet viab¥e and
workable solution among all of the-alternatives—considered. T col-
! leges of podiatric medicine support the proposed plan and are
to take the necessary actions for its implementation. Some of the
t*  steps in that direction have, in fact, already been taken.
—

.

.i - The contract provided that.thgkwork of thé‘Achemy be conducted )
_:ﬁﬂf'j’ under the general supervision of an advisory panel appointed by our )
K ‘4~J’ "Association. . The panel was responsidble for a continuous review o the -, .

progress of the study and for providing the Academy's study team with
a constant, feedback on the matef;al prepared. The names of the parnel
. members and their affiliations are.listeiyin the front of this report.
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. The plah, developed as a result of this study for financing the
education of students, of pouiatric medicine, has been discussed with .
more than 100 persons in addition to members of the advisory parrel.
Included have been: ; -

)
AN [N

e representatives of the offices of the Assistant
Secretary for Health and the Assistant Secretary -
Planning and Evaluation, -Department of Health,
_Education, and Welfare, who are involved in plan- .
ning support fer the health professions; :

N e staff members of congressional committees working .
on health manpower legislation3 ' ’
e representatives of a number of other. health profes-
sions, including medicine, osteopathy, dentistry,
optometry,. veterinary medicine, and pharmacy; and

e persons involved broadly in the’problem of financing

college education and perspns specifically concerned

Y with the financial needs of college students who are

¢ covering all or a portion of their educational costs
by borrowing under the provisiens of federal or ﬁtate

student assistance programs.

The input provided by these persons has been of great assistauce
to us. We use this occasion to thank them publicly for the time and
consideration they gave us and for the insights they provided.

-

The plan proposed by the Academy is a practical approach to the
problems of financing the colleges of podiatric medicine and their

~ students =-- problems which, I am sure you know, are growing in both
size and complexity. Furthgrmore, we believe the proposed plan
deserves careful consideration as a viable approach to finencing the
education of students in other healsh professions. This outcome was
not a mére coincidence since, as specified by the contract, the study
staff of the Academy kept in mind the ways in which the financing
of other health professions education might also be served by the plan

+  /developed out of the“study.

.
. . - .




Dr. Daniel Whiteside - - :
Page three - . . ‘ o
April 15, 1976 ° ) E . X

°

We hope that the proposed plan can be implemented for podiatric
medicine without serious delay. We would welcome an opportunity to
discuss strategies for action with you og@ybur associates at any time
at your convenience. - C ,

L)

- h
Sin rely yours,

Robert A. Heil
- <  “Executive Director . //,
. ) . , \
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April 15, 1976

Mr. Robert A. Heil _ : )
Executive Directox, - i .
American Associati)n,of Colleges . . ]

of -Podiatric Medicine , . o *
20 Chevy Chase Circle, N.W. : - )
Washington, D.C. 20015 . o i ' g

- ©
-

Dear Mr’ Heil: ) : - ‘

Seme months ago you asked the Academy\fo: Educational Development
to conduct a study for the American Association of Colleges of Podiatric
Medicine, and to prepare a report which would develop and describe in
as much detail as posgible a new plan for financing the cost of educat-
ing students enrolled in schools of podiatric medicine. .

1
.

In the early discussions of this study, and in subsequent con-
ferences,’/ you asked the Academy to concentrate on providing a workable

financing plan which would: . . . .
0 - . x
e provide students with the funds required .
’ to cover the cost of tuition, room, board,

and books -- while in schpol, and until the °
périod of residency has been completed;”and
e take care of the financial needs of the
various colleges for budget balancing next
. year and in the years ahead, regargless of
the governmept's position with respect to
the future support -of capit&tion progranms. "

The report we are transmitting with this letter présents such a
financing plan. -The details have been discussed with you as the study
ﬁrognesééd, of coutse, as well ag with members of the Pahel appointed
by the Association|to monitor and advise on this project.

During the course of this study, the Academy staff condulted and
conferred with administrative officers of the colleges, as well as
with faculty members and students, and with numerous persons currently
working on the problems of financing college students and balancing 7
college budgets. The staff also gathered a good deal 9f statistical
and financial data on the operations of the various cBlleges, and
developed information based on surveys by the.colleges of the
indebtegness(incurred by their students.

’

8

*

L)
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Mr. Robert A. Heil . ‘ ’ '
.*Page two - -
April 15, 1976 .

4

The staff found that much of the information needed%for this study"
was not readily available and had to be assembled. Furthermore, the
facts and figures were not generally known to many members of the col-
leges' administrative staffs and faculty, nor the students, nor to the
govergment officials working on health manpower planning or on the
“problem of financing colleges educating persons for the health pro- i '
fegssions. We have, therefore, included with this report a number of
appendix sections which summarize the data assembled. { ‘

The Academy's staff uses this occasion to acknowledge with thanks
the assistance received from you and your associates, the members of "
the Advisory Panel, apd other college officials. While we take full? )
responsibility for the report and for the details of the proposed plan,
much of the material presented 'in this document has been developed, as
you know, with the aid of the colleges. The report could not have been
written without this assistance and we truly.appreciate the many hours ~
of time given us by the many persons with whom we have been in contact
since the study began. - ) -

»

R . Sincerely yours;

L 4

. ' ACADEMY #OR EDUCHTIO§AL DEVELOPMENT _
/ . .7
Lt éﬁﬂ:
/ L Sidhéy G. Tidton "~
' Executive Vfge Presiderit and

‘ ] | / Projecg Coordinator ;.;___,//)

. William A. Kinder
- Assistant Secretary and
- - Associate Study Director

ot
.
i
P - i /
.
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.
‘s / /’\f
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PREFACE

/
ey

: /
The term "defer{$§>cost of education plan" is commonliy used to
refer to the various 'ways of postponing payment by students until after
graduation of the expenses of obtaining a‘Ebllegg,Luniversiby; or pro-
fessional education., ' - -

For the colleges of podiatric medicine, and as used in this report,
the term has a broader than usual meaning; that is, besides postponing
payment by the student the plan must enable the colleges to: 4’

e raise énough money from students to finance current'
ordinary education costs under inflationary
conditions; ’ ~
raise enough money frbm students to make needed
improvements in education quality; and -

raise ‘tuition enolgh for students to cover a
substantially larger percentage ofJexpendi ures
than in the past.

" The objective of this study was to déGElqp a deferred cost’ of .
_education plan which would meet these crjteria. The plan had to take
into account and make adequate provisions, therefore, for such factors
as: T '

the ability of the colleges to r?ise the total
amount of money needed té carry out their educa-
tional missions adequately; C. e

P
N

the ability of the students'té'pay subsféntially
highet tuition and ‘m'n from lenders the funds
needed to .cover their costs; . s

” . 4
the ability- of the graduates to repay the amount
of loans incurred;

the ability of the public to obtain from graduates
"adequate podiatric medical services in underserved
areas; and

»

-

the-ability bf the U.S. Government to realize its
objectives in expandinhg professional health car
services. . . . vt

. . . " . ' .

~ The deferred cost of education plan proposed in this report and

the alternative plans described were designed to satisfy all of the

criteria noted. Each plan would work well under a variety of fore-

, seeable circumstances: ’ CT Te e -

|

. s ¢ -
- .
. .

11

\
%
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The purpose of this report is to:

In

Summary of the Report

present the plan proposed for the financing of the
cost of education of students enrolled in colleges
of podiatric medicine; : : ‘

supplement the plan with such operating details as
necessary to couvert the plan from a concept to 8
working reality; ’

support the plan with the statistical and other .
information on need and cdst assembled during the
course of the study that 2:.3!:{ be helpful in judg-

ing the feasibility of the plan; and

indicate workable alternitivé courses of action which
might be adopted if Congress should not ‘take the
actions necessary to implement the plan as proposed.

preparing this report, thé-study staff .found‘ttut: - o

four years of podiatric medical education now cost
the student about $35,000;

i:y 1980 the cost is expected to e more than $60,000; . 'Y

students can hardly finsnce the current level of cost
and cannot be expected under present circumstances to
manage the increased future cost; )

the financial position of. the colleges is precarious,
and their future financial requirements make uncer-
tain the su val of podiatric medical education
without a new financing plan; ' .

-~

the colleges néed to look :Ll}crusingly to Atudents
to cover a larger proportion of the ris costs
of education; .

b4
tuition and fees have increased by 121 per in
the past five years and can be expected to more than .
triple present levels by 1980;

'

tuition and fees i;ow cover nearly half of the edu-
cational expenditures made by colleges of podiatric
medicine; and - e . ’ ,
' 4 3 ! 4

L
19-2

’ -~
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.. - - CHART A
xx . .
COST OF FOUR-YEAR FCfﬁﬁﬂRlC MED&CAL EDUCATION ' i - j.
,  Cost to-1976 - ' Cost to 1981: ’
id ¢

Graduates - _ . Graduates

By Year

-

- $62,385

E4

- v

$19,015 4th year

$35,197 ' _ g

$16,560 3rd year

, $9,900 |} 4th year i )
$9,189 | 3rd year y; . $14,340 | 2nd year
7 ; ﬁ§—;;fg— . -$8,413. 2nd year )
$7,695 1st year - § $12,470 1st year
By Expense Item . -’Z ' By_Expgnsé-Igfm

$29,500 | Tuition

. ' and Fees
! v
g . ' $ 2,270 Books and
' ) ' Equipment ;
$11,267. | Tuition and Fees )
* y $18,065 L Room and
) $ 1,?50 Books and Equipment . » 1 Boara

$13,150 | Room and Board , , !

: ' ' a19 en | Other Livin ‘
$ 9430 ] Other Living Expenses $12,550 mer“ . s / .

] / ' ] : [~ C N ] é

Q ‘ A
Estimates by the AcadgTy study staff. ) 1“7 ' , . / -
« cae L . b ! . . / ‘
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‘e increases in revenue from sources of financing other 3
than students will be enough to alter significantly ‘ '
, the projected incr in charges to thg student.

\

The staff concluded that:

. o a'Bew financing plan is needed for podiatric medical
education; : )

o the only viable possibility is a plan that looks to
. students to cover a greater part of the cost of N
education; \

e the only viable plan for students is one-that per;its ¢
a large portion of the cost to-be deferred. )

. .

R In investigating how a deferred cost plan would work, the study

staff found that the plan would have to: ’ .

e provide enough money through tuition and fees to
cover rising costs of education due to inflation
and to permit the colleges to make the needed im-
provements in the quality of their education progrags
and operate them on a sound financial basis;— L

e be acceptable to the collegés, the students, and
all the other parties who would be involved in the
plan, such as lenders, guarantors, etc.; and

e be effective in serving the interests and needs of
the public amd in satisfying public policy
objectives. « ,

With regard to the provision of an adequate aﬁount of money the
study staff ndted that:

e the cpliéées,hq&?‘*dgdequate agsets and resources to : ]
defer receipt of tuition and fees from students with- /////
out 'rge infugion of funds to, finance curreat . o
n .J. L] . .

oper 8; - “ ‘“.. //;///:;///

e the colleges will have to incréase revenues from
students from $7.2 millfon in 1976 to $28.0 million.
in 1981. Unless this increase is made the t

D jnvolved would become upfunded education expenditures; [

® 'he aggregate.cost of podiatric medical education
111 go ftom $14.7 million per yesr currently to

.
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. $40 million per year within five years, a large ‘part .
. ° . of which will have to be deferred;

o other than governmeéntal organizatioms, the onmly.
feasible source of such large amounts of money for
. the students is private lending institutions;
d¢ by 1980, the average amount" Sort‘oved per student from -
lending institutions might be, expected to be $8,000
to $10,000 per year for a total of $30,000 to $40 000 ,
',// over four years, i .
- < ©
¢ the total amount of loans outstanding could easily
| reach $250 million within seven years and, if an
\ extended period of time were required for repayment
of the loans, the amount needed would be even larger.

. In view of the.foregoing, the study staff concluded that the . .
B amounts would be 80 large as to make Federal Government help essential.

While banks and other 1 nding institutions could provide the funds,

they would not be like#¥ to do so unless they felt the loans would be

secure and profit ‘

The colleges could offer no collateral other than the deferred
. cost recelvables from students, and the average student could secure
. . loans only by a promise of future earnings potential. Thus, a
"~ federal guarantee 1is crucial to assure the level of confidence needed
for lfffegszto make available the amount of funds required.

With these factors in-mind, the study staff developed a plan
which would permit: .

1) the colleges of podiatric medicine to achieve
an important financial objective —- that is, to
provide a high quality education with less '
e dependence on federal funding than in the past;

2) thé stydents of podiatric medicine also to achieve >
an important financial objective -- that is, to be
. a pargy to a pechanism which will permit the
) financing of all or nearly all of the cost of a
professional educatfon in the health care field
without imposing an impossible cost burden before .
tHe period of professional earnings begins;

3) the U.S. Gévernment to achieve two important
objéctives; that is:
o ito reduce the constant demand for more
federal funding from colleges training

1
i L4 !

] { , : . , .
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. . . .-S% K T
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. persons for professional work in health
services; and

health care services within a few years in

e to insurk the provision of more professional )%i
heretofoﬁr undersérved areas. ¢
L]

A summary of the\Deferred Cost of Education Plan’ proposed for
the colleges of podiatric medicine and their students follows:

1)

2)

3)

0

5)

Federal legislation would be enacted throuéh‘which
the U.S. Government would guarantee loans for
podiatric medical students who contract to serve

in underserved areas after graduation and residency.

Every student enrolled in the first professiona{'
degree program (DPM) at a cpllege of podiatric
medicine would be entitled to borrow umler the
plan an amount equal.to (a) the tuitionjand fees,
(b) the cost of room, board, and books {as deter-—
mined by the regulations for the plan), and (c) ~
the accumulated interest and other borrowing costs
accrued on previous loans for podiatri¢c medical

N education. N ¥

. . . i .
The lender would'be individual banks dT insurance
companies or a separately incorporated company, such

as United Student.Aid ‘Funds, Inc., acting as the NS

agent for a group of banks, insurance companies,
pension funds, etc., or a separate ccoupany with
access to the capital mdrkets sych as the Student
Loan Marketing Association . ~

The amounts borrowed would be evidenced by notes
signed by the student and guaranteed by the U.S.
Covernment— The notes would bear a raté of interest

_that would make the loans competitive with other

{nvestment opportunities of the’lender (say, the,
three-ionths U.S.” Treasury bill rate plus three
percent), plus appropriate charges for insurance
and for servicing the loans. -

‘The principal of the note plus the accumulated -

interest and other borrpwing costs would be

payable in three equal annual installments , e

startingat the end of the first year after 'the
student expects to faceive the DPM degree, ceases “
to be & full-time student, or completes an- .
accredited postgraduate education program including
residency. The duration of the repayment period . ~

.2OY ‘
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may have to be augmented if the opportunity to. p'r:ovide o
. service ‘in 1ieu of cash repaymest fs severely limited. .

:6) The contract with the &5. ernment for professional
services would provide that for each consecutive year,
up to three years; of full-time professional podiatric
service in a designated underserved area, the government ’ .
would pay one-third of the balance of the notes out- v
standing as of the date service begins plus interest :
and other borrowing charges. The minimum séivite .
' commitment would be two years. .

N ~
7) The loan agreement would be accompanied by a life and €
" disability insurance policy, the face amount of which
would be equal to the ‘outstanding -loan balance includ-
' ing accumulated interest,.cost of insurance_. and
service fees., - .
.- —~

8) Students would be enticled to pay off the notes,
including the accumulated chargesand interest,-in
cash if they did not wish to or could not provide
_services in an underserved area as required by the

' contract. . _—

779) Congress could also choose to authorize the Federal
Goverament_to repay loans for other public service
" work by -graduates such as service in ACTION, the / . )
Peace Corps, VISTA, the National Health Service Corps, -
or active military service. :

e 4

10) Congress-also-ceuld provide for the Federal Government .
to repay loans of students under conditions of extreme e
hardship (such as a student from a low-income or
A disadvantaged family who failed to complete the .
R podiatric medical education program, was in exceptionally - , -
needy circumstances, and could not be expecee‘d—e:—e resume ‘
zstudy within three years). .

"+ The Deferred Cost of Education Plan for students of pqdiatriq
fiedicine proposed in this report is designed to overcome in a ‘
straightforward and direct manner the deficienciés qf past student .
aid, student loan, or college assistance plans Under the plan . e
proposed in this report: -

' -
1) All students, whether nqedy or not, could borrow all . : -
. or nearly all of the cost of their education from a .

private lender in the form of a government guaranteed S .

loan, in return for signing a contract with the. ) : s

government to provide three consecutive e years df -
. full-time professional ‘patient care service in an




2 . underserved area after graduation and residency.

*
2) The colleges of podiatric medicine could charge an
'amount for tuition and fees adequate to operate the
« 4institutions at higher levels of quality with less
dependence on federal funding than in the past.
3) The U.S. Government could contract with the students
to provide podiatric medical services in underserved
areas after graduation and residency; and, to the
extent it wished, repay the loans of students in-
return for the services as they are rendered.

Student gid plans in the past have not fully succeeded.in meeting
goals such as the foregoing because they have failed to:

1) prcvide eqpugg ey to meet the Qinancial require-
ments of the institutions, or even of students who
., could prove acute financial needs—— .
/ "- 2) establifh an adequate quid pro quo for the provision
: . .of professional health care serviceés in underserved
areas; Xnd .t

3) make clear the philosophy behind the government 's

financigl support pelicies and .the extent to which

they are designed to hel .(a) colleges provide better - e

education programs; (b) students obtain costly pro- 4 -

fessional training; or (c) the people, especially

"in underserved areas, to obtain increased health Lo .

care services. ) )‘ . §
Forgiveness or repayment provisions of current loan programs for - .

the health professions have not worked well because the amount~of Co3

loans ,that would be repaid by the government has been too low to be ' R

effective 1n persuading graduates to set up practice in underserved ' ’/, T

areas.’

. /

* _The resdlt of programs ih operation at present . B I
“speak for themselves. They havg provided only g ' .

2 a small fraction of the service hoped for in- /
response to the prov ons for repayment of
loans by the governmen . T

Under the plan proposed in this report, ‘the amounts borrowed to
meet education costs in the future (including interest, insurance, and
service charges) are expected to be high enough to be an incentive for < '
‘most students to provide the three years of future service under the
. contract. Nevertheless, if the amounts due do mot turn out to be high ]
in relation to the immediate earnings potential in the years after . R

0
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residency, students coyld arrange to pay the loans in cash, and the
government would have incurred no cost for the education involved. p

In effect, the plan ;?bpgfed inthis report would establish in
advance an option for the U.S.-Government to finance to the extent
deemed necessary in future periods, professional health care se ices
in underserved areas. When students_are ready to practice, they also
would have the option of repaying the borrowed funds either in /cash
or in the service for which they have committed themselves. ar

Four alternative deferred cost of edﬁzation plans were considered
by the study staff and determined to be viable if the plan/described -
above were not implemented: .- ' ‘

Alternative Plan #1: would establish a College Security Fund with a |
private guarantor organization (such as United-Student Aid Funds,

Inc:) financed with funds appropriated by the Federal Government. The
College Security Fund would then become the financial base op which °

to secure from lending institutions as much as ten times the amount

of the fund in student loans. If the Federal Government appropriated

$7 million dollars over five years far the Security Fund in lieu of p
capitation grants, some $70 millien in student lending would become * ‘
available. . .

Alternative Plan #2: would establish the College Security Fund, as

in Alternative Plan #1, with contributions from private donors, -
* foundations, state governménts, and funds from the internal operations
of the colleges; otherwise, the provisions of the plan would be
virtually 'the same. - Co

Alternative Plan #3: would amend the provisigns of the Quaranteéd ) . ,
Student Loan Program as it affects students in- the health profes- . \
sions by: (1) raising the borrowing limit to $25,000 (from the

$10.000 now éxisting which includes loans infurred.from undergraduate

education); (2) raising the maximum rate of, interest chargeable to .

students from seven percent to elght percent; (3) increasing the

special allowance paid by the U.S." Treasyry as,.a partial interest:

subsidy on the loans from a maximum of three percent to four percent; .
and (4) extending the grace period to three years (from the existing

one year after the borrower ceases to be a full-time student) in /
order to allow enough time for ’esidency training and establishing /

practice. : . . //;/
" >

Alternative Plan #4: would expand the existing Health Professions .
Student Loan Program by: (1) raising the borrowing limit to a maximum
of $7,000 per academic year, or the amount of financial need,
whichever is léss; (2) libéralizing substantially the needs formula;
(3) increasing the grace period until three years after graduation
or the student ceases to be enrolled full-time; and (4) establishing

. ) . o~
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~the program as, dan entitlement to be funded each yeaf in the aggfegate o

1 the loan requirements of all the students

> ,"amount necessary to cover 1
- according to their needs as determined by the needs analysis formula.

'.ﬁdhygof thesg\four alternatives could serve as a major step
s toward solving the problems of f ancing podiatric medical education;
however, each alternative plan has significant disadvantages. The
plan proposed by the Association, the Panel, and the study staff woyld
a better and more effective solution to the, financing problems

- provid
of the|colleges and the students, would effectively address a number
/ of health care issues, and is, therefore, recommended for adoption.
/ ’ | " -
/ \ ‘ |
,/ |
P ’ 2




-

’ s -

.. ! v . " .
. /.,' |
VAR o
Introduction .
s {
This stud& has been éarried out by the Aﬁerican'Associétion of 3 .

Colleges of Podiatric Medicine with the Académy for Educational . .
Development acting as technical and professional subcontractor under

the terms of contract 231-75-0202 with the/Health Resources Administra= .
tien of the Department of Health, Educationy and Welfare, which required -

>

the. contractor to: ) 3

1) examine and document the financial needs and ' ‘ ' '

prospects of the colleges of podiatric medicine; ‘
R AN .

2) analyze the case and against a deferred cost ~
of education plan foX the colleges of podiatric '
medicine; and - - /

3) Qevelop a funding plan and a coyrse of action.®
/ ~f
LA /’f “.' _‘ -

. 'This report summarizes the results of the year long study, all of -~ ’

the activities of which were carried on under the direction of an "\

advisory panel established by the Association as required ry the contract.\\\\

. Chapter I summarizes the financial ngeds and prospects of the ;s
colleges of podiatric medicine. Chaptern}l discusses the case for. and '
. against a deferred cost of education plan. Chapter III describes the
.proposed funding plan. Chapter IV describes a number of alternmative
planslwhica could be considered in the event the necessary legislation
for the funding plan proposed by the Asspciation and the Academy was
not enacted by Congress. ;

, - During the course gi the study, the Academy's staff assembled and
analyzed a|good deal of information béaring upon the colleges of
podiatric medicine and the students enrolled in these colleges. ‘Much
of the| information is included in the final section of the report which

consists of a series of appendices.

.

dway duriﬁg the study, the Health Subcommittee of the. Senate - ' '
Committee on Labor and Public Welfare held hearings on mew health S
_ manpower legislation. The Administration made a number-of propesals o

to the Subcommittee with respect to the future directions that néw !
egislation might take.  The Association was invited to testify before

he Serrate Subcommittee, to meet with fepresentatives of the’Administra-~ \ ;

tion to discuss the focus of the study, and to describe the plans set !

forth in this report. - , o ;

|

. R P




- .

This .chapter outlines the financial needs and prospects of (a) the

" colleges of/ podiatric ‘medicine and (b) the students at these colleges. ~
The text utilizes.soge ¢f the statistical and financial data and other
information gathered®by the study staff*to document the financial situa-
tion of the colleges and the students and to assess the need for a new
financing plan. Some of the data are.d ribed at greater length and — ——
are qualified, wheifnecessary, by appropriate footnotes in 'the append%;.

; Briefly,'the.dé gathered for the sfﬁdy showed that with geespect
to the Five private colleges of podiatric medigines: ' .

1) The operating budgets have grown substantially.in .
recent years and in the aggregate are up by 183
percent since 1970. - ‘

Three main reasons for this budget grdowth were:
7

. a) iﬁflation, wﬂich, of course, has affected

e all colleges and universities;
. N ) ; o
b) an lincrease. in the number of 'students enrolled,

primarily in response to the‘U.g. Government '
pblicies of expanding training in the healt
rofessions and of increasing /opportunities
*ﬂsa the disadvantaged for higher education in

’ tMe health. professions; and/ -

- an increase in the quali v of educatidn provided
by the colieges, demandéd by the professional
iting agencies to an extent which has in
. recen) years radically altered training for
' tM¢ medicine and increased substantially
sional competence of pew practFtioners.
. - % o {
3) As the expendituie budgets rose, each of the five colleges
proceeded to increase tuition and fees. The increases .
were substantial, as might have been expected, bringiqg
the average total charges to each student up from
~;§pp:pximately $1,366 in 1970 to $3,014 in 1975, an
increase of 121 percent in five years. .

v

~ 4);. In the judgpje'nt of the officials of the colleges and
f( of‘the”stud:rte. these tuition and fee increases were
a

about all .that the students could manage in a five-
_+% year. period. For -many students the ;ncreasgs~werg/ '

a difficult butden and could be financed anly by '~
. . Co . ST

~

1
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increasing: the unt of borrowiné from all available
sources including the Guaranteed Sgudent Loan Program '
apd, the Health/Professions § udentrLoan Progranm ps- . ..
tablished at the colleges by the U.S. Government)
5) Each of |the cpblleges also tried tq raise operating /.
funds from sgurces other t tuition and fees. 1In L
the private ector these effprts did not produce sub-
tantial; a ts. VLess thak one percent of the N,
erat bpdgets of the fiWe colleges during the ¢ .

‘ past fiv ars has come fr{m.private contributions.

6) The colleges relied on a 'supstantial volume of funds
from the U.S. /Govérnment td balance their budgets.
These funds\ fme in the form of capitation granis,
special imprgvement grants, finankial distress grants,
college work-study funds, scholarship funds, capital
plant Tovements grants, etc. The total amount of
federal gssistance to the five private colleges for /
operating purposes ranged between $2 million «and
$4.37 million a year over the past five years, and
Tepresented 15 percent to 40 percent of their ' -
annual o rating budgets. T

.

HesulprHof a11 the factors that have affected
ces of the five colleges since 1970 — that e .
ised tuifion and fees, more students, fn- )
pendity res, and increased government - .
is that the colleges foind themselves at . :
ing of 1976' o

"

, [§ \
L]
cash reserves; and B

sl need, to heet every éprreht expenditure v
“fy- -you-go basis. ¢

fve colleges, this &e;hs that by 1980: o

e the expenditure trend follows the D e ~ . e
ttern of the past five years and U.S. CTTh— o =
bvernment grants are about the same per ' ' .

it| as - 1n?1975, tuition and-fees will

"¢ S Y

o if the ¢4 enditqre trend follows the pattern
st five years and U.S. Government

tultion and fe will-have to rise by no less’ . :
.than 298 perc (Projection B). - :
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and U.S. Govermment gran
!Tojocthn:l.l:lu-.slythn-nnt

grants will be discont}nuod.

’ 3

1

= 5
. :;. L 4
{*‘ s . \
- o TUITION AND FEES AT
" GES OF PODIATRIC MED?;:INE -
.. ¢ ' e
1970770 1980 ‘& ‘
I » ) L. " ‘ M V .
- - _ {
' PR N Ayerag‘mun't ; . ]
S ’ . 512,000
_ . $10,000 )
! —_
A * \ ’
. \ -~ 4
\ <~ $3,014
Cos,36 g : j '
. P ) .
v 1970 1975 1980 1980
Projection A Projection B
N ‘ - ‘ 'i l - -
. " (
" L Percentdge/ Change
.
.\\_ .. . g
[ )
L \ ) -
Yy \ o
\\\\f:m\
- +1212 . +2 " +298
; . :
AN
1970 td -1975 to . 1975 to
1975 1980 1980
‘ Projection A Projection B
v Y \ v ]
‘O Pprofection A sssumes expenditure trends follow the pattern of the past Tivé years
ts are about the same per student as in 1975. -
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9) These rises in tuition and fees would average 40
; to 50 percent a year for five years, an absolutely
\ unheard of rate of increase compared with the past.
! This, however, is the situation faced by the colleges.

The data gathered for the stud also showed that wvith respect
to students: - . \

1) Four years’ of podiatric lical éduca}ion now cost
each student about $35, 000, including tuition, fees,
books, room, board, and other living expenses.

2) By 1980 the cost £§ podiatric medical education per
student is expected to be no less than $60,000.

s - 14 ¥

3) Students can barely mandage to finance the current
level of costs with present sources of funding,
including borrowing undér the Health Professions
Student Loan Progras.

4) Students are not going to be able to finance future
higher costs of educatiqn within present sources ) '
of funds.: /

5) The funds required cannot be expected to come from
pre-existing assdtg or from current assets or
earnings. These |gources have already been committed
to meet present cdst levels?

After gathering and apalyzing the data, the study staff examined.
all existing possibilities for financing the cost of podiatric nedicak
education which would meet the needs of the students and the colleges.
The staff Weld conferences,on the subject with students, college ad-
ministrators, members of the profession, government officials, and -
banking executives. All agreed thit a deferred cost of education plan,

whith would offer a workabple means of solving the financial requirements

of the colleges and the etudents, is needed. The conclusion of this
study is that there se to be no pther way.

Further Comments

. The staff carried on the study of the colleges of podiatric[S\_\_
medicine and their students between March and December 1975.. The

principal conclusion arrived-at was that a new financing pl 1s .

needed because the rapidly rising costs of podiatric medical’ educati

of cheptable quality no longer could be financed by existing financﬁng :

programs, ' . '

While a similar conclusion might héld also for education in other .
health professions, the observation is particularly critical in podiatric

t
H
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medicine because (a) the colleges of podiatric medicine are private,
free~-standing institutions*; (b) costs are rising at a faster rate i
than in other health professions due to the more rapidly improving '
quality of podiatric medical education; (c) students of '‘podiatric
medicine curvently bear a much greater portion of the cost of their
education than do other health professionals; (d) the colleges of
podiatric medicine always have received a substantially lower el
of capitation than have colleges of medicine, dentistry, osteopathic’
 medicine, and veterinary medicine, and the Adainistration would even
phase out this support; (e) the level of state support has been much
lover than for other health professions education; and (f) no signi-

fie amount of research funds has been available to colleges of
podiatric medicine. ) . : - )
; Ddapite‘this situation, the five private collegel’i:f podiatric -
medicine have managed to double their enrollment in just six years - o
and at the same time to meke substantial improvements in the quality )
of their education programs. Nevertheless, the current neéds and . the
needs for the future of the colleges of podiatric sédicine and. their ~ ~ - - .
students are great. The demand for podiatric medical education is IR TR
high because the demand -for podiatric medical services is not being
met ad tely. Students have managed to finance the costs of stheir
podiatric medical education (which have nearly doubled in. eight.

years) but they nov are having a hard time doing so and cannot be ~ .- -
expected to manage the.ipcreased costs in prospect for the future,

_ The data in this chapter provide a brief overview of the situatiom. -
The tables 'have been abbreviated wherever possible to present the -
data simply and directly. This was done for the convenience of the .

reader and to avoid ‘either understating or overstating. the conclusions
dravn from the data. PFurther details, including information ‘ssthered’ ... . .
by the staff specifically for this study, are in the Appendix. - -

The colie.u of gi\iizric medicine

For a number of years, all the doctors of podiatric medicine in
" this country have been supplied by five private, free-standing colleges
of podiatric medicine. These institutions are:

Location
N Q .

Californiz College of Podiatric Medicine San Francisco, California
I1linois College of Podiatric Medicine . Chicago, Illinois

New York College of Podiatric Medicine . Kew York, Mew York

Ohio College of Podiatric Medicine *  Cleveland, Ohio

Pennsylvan) llege of Podiatric Medicine Philadelphia, Pennsylvania
/. . :
/ . .
* One state-supported school began operations in the fall of 1975 but

due to’'state budget constraints the. school was retrenched . (phased
out), A decision now being contested in court.

U, I - PR - —
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At the time this study was being carried out, discussions on |and
planning for the opening of additiona] new colleges of podiatric medicine
had been going on for some years. The Qﬁoposed new School of Podiatric
Medicine in the Health Sciences Center, State University of New York'
at Stony Brook, did, in fact, admit its first class in the fall of 1975
but due to state budget constraints the Governor issued an order denying
matriculation for students already admitted to the School's first class.
Subsequent litigation has permitted thel School to continue operatioms,
during the 1975-76 academic year. The continuation of the school is
now uncertain. I

While the study staff notes .that additional new colleges of )
podiatric medicine may begin operations w}Ty.n the next few ywni the
data presented in“thie_report represent only the existing five private
colleges. If new colléges do become operational during the next few
. years A:he. number of students:and faculty and the- smount of fundmin\-
volved are not likely, to- be large enough to signif antly alter the/é
- da,t( preaented 1n thia report.

/

) Missions and Jrograms oo

-

; B REVE ’i g .
education of podiatric medical a{tudent.s t:t the
first profes 1 degree (Doctor of Podiatric:
Medicine); -~ | "

. o abe

provision of. conti;ming educatioa for ~{L
pué.t\itioners, Lo e % A
>

,resutch in the advancgnent of knbwledge in. \_' }
_ podiatric medfcine (a nisdion thlt has largely '
‘beén long neglected due to lack of -oney), \

provision of co-mpity service (this mission, ,

too, needs to be greatly e:panded).

The fulfillment of each uission in pfoper proportion is essen-
tial in the years ahead. .

-
. -

Education at the col'leges of podiatric nedicit‘ie consists 11y
of the Doctor of Podiatric cine (DPM) degree program. A 11 ,
portion of the graduates contfnue im ‘postgraduate work.— in r ency
and advanced degree programs. * o ‘

Continuing education yrogrm are also offered, mainly ni:ott ,
seminar type sessions. 'l'heue programs are expected to grow substan-
tially in the years ahead as the states increasingly lggis)te




4 *

religcensure requirements to 1ﬁ§1ude certificati o;/ieripdg; con- ,
| -

b

tinu education and refresher training programs.
: -J e ad
One- and two-year programs for training podiatric assistants and
techn s are being devéloped and, in fact, one program has already
begun the exiating colleges of podiatric m :lc?.ne. -
: I ] -

\
Enfollment in DPM program

23

4

The number of stud@ats enrolled in the DPM program has grown
7 doubling in six years aa shown in the following table:
4 - , )

able 1

‘ Total Earollment ifi the Doctor of Podiatric Medicine
: ‘ Programs (DPM/Degree)” of the Five Colleges of Podiatric Medicine

A 1

Fall Session: 1969-1975

e

- = 3

L4

Acadenmic. . Nmbé: of Full-time | - Percentage Increase
Year ) ‘ Students Enrolled . Since 1969-70

.-

1969-70 1,089
" ’;9767i£ . . 1,129,
197i-73 R 1,267
1972-73 . 1,3%
1973-74 .Y 1,635
197475 o 1,836
1975-76 /. 24059 '

9 “\“ I - ’/ e :
Source: Repoyts by the colleges to the Academy study staff, July 1975.

The colleges haye undértaken various measures to expand their
capacity to le mord students and enrollments have been saintained
* at maximm e demand for podiatric medical education 1s
flarge (about three appligemts for each one admitted) in spite of the
high apd-rapidly rising cost because’ of: - "

o the growing demand for pod}ntric/sefvicu'and
the shortages of podiatrists virtually everywhere;




\_/ //’- . '

[
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. \\

e the vast improvement in the quality of podiatric ical
education programs; ‘ *

—
e the growing importance of podiatric medicine in health
care delivery;
&

e- the high earning-pgsggtial of future podiatrists.

L 3
Participation in residency programs

Graduates with DPM &egreea are going increasingly into residency
programs prior to practice. The number of residency programs avail-
able to the graduates of podiatric medical colleges has increased
substantially in recent years. In the academic year 1974-75, sbout

general clinics, podiatric elinics, and the &dllege clinics. Approxi-
mately 168 of the residencies were first-year positions ~-- equivalent
to more than 50 percent of the graduates 6f the class of 1974.

190 graduates were completing residency :;:E::;‘ in general hohpitals,
1

The number of residency positions in podiatric medicine by

K ) Table 2
<

category of medical institutions is shown in the folloSing table:

Approved Podiatric Medicine - f'\
v o . Residency Programs . €

— Academic Year 1974-75

bategory ' . First Year | Second Year | Third Ye;r Total
— — : :
General hospitdls 134 14 . 2 150
General clinics 1 | - -' 1
Podiatric c}inics 9. ~ S -9
College .plinicis | % e "= 30
Total 168 20 2 190

P

Source: ' Council on B iatry iﬂhcation, American Podiatry Association,
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During the p\ t five years the number of first-year residency
positions has more than doubled. For example, in the academic year
1969-70, only'@é first-year residency programs were available to the 246
graduates of the-colleges. A large part of those residency programs
was the clinits of the colleges. Since 1970 the number of resident -

sjtions in general at hospitals and clinics has increased substan-
tially. ; ‘ ’ , T
~ ]

The number of residency. positions available is still not adequate
to fill the needs of graduating podiatrists. The colleges and members
of the profession are continuing their efforts to expand the number of -—
residency programs. During the next several years the number is
expected to increase substantially to keep pace with the growing number
of graduates. By 1980 at least 60 percent- of the graduates are ex-
pected to undértake a first-year residency.’ .

Education expenditures

The colleges of podiatric medicine have experienééd rising
expenditures for a number of years as.a result of the need to (a)
improve and expand their professional teaching pxrograms, (b) increase

“and improve the teaching and clinical facilities available to students
and patients, and (c) meet the costs of inflation. Net expenditures
per student for podiatrjc medical education at the Five privite =
colleges have risen by §7 percent since the academic year 1969-70,
as shown in the table tRat follows: ‘ '

A Y
Table 3

. The Five

’ . Average {;; Expenditures Per Student by

Colleges of Podiatric Medicine

1970 - 1975

Academic Net Expendifures/// Percentage Increase
Year , Per Student . Since 1969-70

»

1969-70 ° $3,401 - -
1970-71 4,060 19
1971-72 4,280 . 26
1972-73 - . 4,800 — 41
1973-74 - 4,930 ~ 45

1974=75 _ 6,382 @ :
: L

. Soarce: Reports by the .colleges to the‘hAcadaiy study s-taff, July 1975.

Note: "Net expenditures pex student” is the measure of education
.. costs recommended by the Institute of Medicine of-the National
Academy of Sciences and 1is estinated'?y subtracting total re- ~
search and ,patient care income from total institutional ex-

- 7ent1;tures and dividing by -the number of students. '

. . ‘A . ..' - -.3“4‘:‘

v -
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.4—————r* Despite these increases, experfiitures per student at the five-
colleges of podiatric medicine are not yet comparable to those in other
he*lth professions. Net expenditures “per student were less-than half
the amount spent by medical schools in 1972-73. Although comparable
data year-by-year are not available, a comparison of the data that do
, exist on institutional expenditures for podiatric medicine and those
of other health professions-is in the following table:-~—

Table 4
- 4
Average Net Expenditures Per Student by Education
Institutions in Selected Health Professions
1970 - 1975 °~ . 7

»

Osteopathic - Podiatric
Medicine = | Dentistry " ‘| ~ Medicine

ime

1969»90 . 4. | $3,401

. 4,060.

, 1970—71'

1971-72 na. - | 4,280

'1972-73 ¢ . $9, ) : 400 4,800%

1973-74 " i —n.a. | 4,930

19744754, . n.&. - n.a. ~6,362

Source: Costs of Education in the Health Professions, Institute of
'~ Medicine, National Academy' of 'Sciences, January 1974; and
reports by the colleges of. podiatric medicine to the Academy
study staff, Juyly 1975. o ‘ /

!

“\ et

Comparable data on expenditures ggg,scugent by educational
institutions in various health professfons are available

only for the one year included in the Institute &f Medicipe
report.

-

“.‘
This figure, based ‘on data from all-tha—£iv¢~colleges, differs
slightly ffom the $4,900, reported in the In&titute of Medicine
.study, whose sample survey- included only- three of the colleges
of podiatrit medicine.’ )

-
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v \ \

Colleges of pdaiatric medicine are expected to ¢ontinue to increase
. education qualit Expenditures per student are expected to groy to a
level co at€ with other health professions and in oportion! to
the increasing scope of .practice of podiatrists. Because this scope
of practice s similar to that of'the other major health professioms,
the costs of education are expected to be comparable. K )

i

Specialists in podiatric medical education estimate that the
appropriate level of quality would cost twice as much as the actual
expenditures per student at the colleges. A comparison of actual
expenditures with a "constructed cost"* of podiatric medical education
(as calculated in 1973 by FORE Consultants, a Washipgtom, D.C. consulting
firm) is presented in the following ‘table: - .

Table 5
Average Expenditures Per{Student For.
Egd%;tric Medical Educatipn C ed With
- \ . Those Developed As Constrched Cost¥*
' 1973 - 1975
3 ‘
 Constructed Cost* Percentage Increase
Actual Net Per Student to Bring Actual
Academic Expenditures (Excluding Physical " Expenditures to
Year Per Student Facilities) Constructed Cost¥*
< . ) ~ e
1972-73 $4,800 */”6'7'00 123%
1974-75 6,362 ‘ 12,840%% 102 - '

Source: Constructed Cost ;} Podiatric Medicine, American Associqtion
of Colleges of Podiatric Medicine, November 1973; and reports
by the colleges to the Academy'stugy’staff, July 1975.

/.

* The constructed cost of podiatric medfcal education was calculated
’ in 1973 equivalent Hollars as the amount that would be needed to
provide studénts with the highest quality podiatric medical educa-
tion required by a modern society. Construtted cost is an ideal,
a goal, a level of |excellence to be gtrived for. For further
details, see the fulll text of the abovermentigned report. -

- k& djusted for inflation (20 percent over the two years).

& ey tm s YT c»..\x e e . ., N2 / , .. ' i
Charges to’ studeiits ‘ . .- /

N

. , , . .
‘The rise fn education expenditures has been accompanied by a .
igher. than proportionate incréase in the amount of tuition and fees




\ :' R . , F "*
‘charged to students. Whil expenditures per studegft increased 87 percér
between 1970 and 1975, the tést. of tuition and feei 1ncreased 121- percent
during the same period as s own in the following table: ’

X VI i
\ ‘X'

-
‘

-

» . l . able 6

.

]

‘a ) .
Average T;%tfbn d Feeé&fer»StudeﬁQi i

y At\Colleﬂes ofl Podiatric Medicing - T,
LY ! ‘" . ‘ ,'. F
E 1970 1 1975 ;ji/f_\f> -

t

IS ' ‘
L -

P . ‘,.' ¢ .

: , Average‘Tuition and i . Perceritage

Academic Fees Per $tudent * Increase Since. - "\
v Year (4-year Basis).- . A%‘~; -~ ! -X969~70 .. )
1969-70 - §81,366 "' . . \ . -
: P
1970-71 ' 1,620 S 19
. . /’ - ) “ . J

1971-72 1,921° . 75

1972-73 o 2,275 . . . ., 66
P 4 Y
1973-74 . 2,628 92

1974-75 3,014 -, 121

Source: Reports by, the colleges to the Acadehy study staff, July 1975.

‘Projected expenditures and tujition

It is clear that a gubstantial rise in educatian expenditures per
studerft can be expected “”fﬁé\ﬁgreseeable future due to (a) inflation
and (b) the need to further improve the quality of the education programs.
Neither factor can be ignored.

o . The first .factor is unavoidable‘either by schools of

podiatric medicine or by other éducational institutions.
. . . - {
<]

¢ . The second factor 'is also unavoidable if the_ future :

well-being of the.public, the colleges of podiatric. -
' medicine, and of the profession itself is to be assured.

Expenditures per student for podiatric medical edudation will ©
continue to move upward rapidly\during the years ahead, not as fast

as required to meet “constructed)\cost," but faster certainly than the -~
rate of iaflation. :

»
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The amount of tuition and fees-charged't

to rise at a faster rate than expenditures be

om other sources (federal capitation grants
@re not likely to be great (see Appendix B).
in funjs from other sources, a dramatic rise

fees to the student is nevertheless in prospe

,As shown in the foliowing project
expenditures per student can be expec

six years while the average amount of |tuition a

N likely, to more than. triple,

Table 7,

\v

fons prepa :
ed to neatly double in the next

o,

( séudents will continue
cause increases in funds

| .
*, private donatioms, etc.) \\\
Fven with modest’ increases -
{n the cost of tuition and

ct. v

¢ Iy oot )
ed, bY theﬁ;ghﬂyﬂstaff,,i ‘

‘fees per studfnﬁ is:

P /

/

Net Expenditures Per Student and

Fees Charged Per Stude

ﬁt by Colleges

{ . of Podiatric Medicine

1975 Prdjected to 1981

Net Expenditures Per Student
by the Colleges

Average Tuition and Fees.
Per Stpdent

-

\
Percentage Increase

Acadenmic
Over 1974-75

Year

Percentage Increase

Amount’ Over 1974-75

7 .
-~ -

Actual

1974-75

Pro]ected . )
‘v ' )
1980-81 '

A $12,500 967, .

96

B . 12,500

$10,000 2327,

12,000 298

Estimates by the Academy study staff,
reports submitted by the colleges and
pared by the staff (see Appendix A).

U.S. Govermment grants will be
1975. Projection B

\NotF:

.

* In view of the current pressure on

than increase substantially the out

48t health professions education,

. to be uncertain. . o

t ‘ 0
38

s . ‘ . -

P4

y

-
___a

about the; same
' | agsumes these grants
as-proposed by the Secretary of Health,

4increased

December 1975, based on /
on the assumptions pre-
Projection A assumes that
me per student as in
will be discontinued

ducation, and Welfare.

-

Congress to reduce rather
lays for financial ‘support

capitation appears .
i ) . )

e
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The projec iLns are quite reasonable when it is noted .that the BT
colleges can be expected during the next few yeats'to: !
\ ' \
‘ - / . ’ .
e bring newlfacilities into operation; - e
ontinue to replace' the amount of contributed 0 <
rvices now provided|by part-time persomnel by Y "
dding more full-time|faculty .to their teaching . ;
staffs, particularly n cldnical areas; .
\ . ¢
" & increase faculty salanieés closer to parity with
, those of medical schodl faculties and in relation
/{- R to incomes possihle f rivate practiceg

. e decrease the'teaching oads of full-time faculty
, , ;

mqm?érs; //y/' '

e incredse the amount of researc//necessary to advance
the profession; '

vide the community service inqreasingly required ’

of health profession educators. / -
Cgllege management officials say thati they see no reasonable' /

prospect - of a level of expenditures per stydent in the years ahead

. lower than those shown in the tables prepa by the Academy stuoy/
. staff without impairing educational quality :

/

\

If anything, the expenditure projections are probably uhderstated.
Experience over the years has shown that everything simply costs.more .
than expected. The colleges have found this to be particularly true
in the case of bujlding and occupying, new facilities which each of

the colleges has Jrecently completed or will complete in the near
future. /* '

Other sources of!income ’ o / i j ’

. \ . ¢
The substagtial increases in charges for tuition and fees that

have taken place and will/ continue to take place are better under- ‘

stood when all jother sources of income for colleges og podiatric

medicine are cgrefully etamined The staff made such |an examination 7

for this study/ (see Appendix B) and ‘found eight main sFurces or

‘ 2 \
Potentlal sources of opérating revenues as follows: /

/ f—
.

- ’ N -

/

* The Illinois college opened new facilities in 1972, |the ¢ llege/ih

Pennsylvania in 1973, and the college in California jin 1 , .. e
» Ohle college's new facilities will open in 1976, an th97e of the ' ‘
? New quk College in 1907 or 1978. ;




1)
» 2)
3)
4)
5)
4 6)
7)

8), Miscellaneous regeipts

' Tuition and fees
Federal Government gr

State govetnment gra
Private gifts, gra

Inqo
Eari

e from clinic, opérationé A
gs on -endowment

ts ami

s and

contracts
1 sdontracts
s, and coantributions

'Y

Income from auxiliary enterprises

Operauing revenues from each source for the fiscal years 1975 and

1980 'pro
shown i

;ed and the propoﬁtion of the total:'from each source are

following table\

\




Table 8

Sources' and Amounts _of Ope atiﬁg Revénues
For Five.Colleges of Podigtric Medicide
’ 1975 and 1980 .1 - v

*

-

Amounts for Academic Year
1974-75 1979-80"
(Projected)

- . (In thousands of dollars)

Tuition and fees . $ 5,654 $22,100
Federal Government grants .
and contracts . : . 3,263 4,000
State governmfnt grants - ’ ) L
and contracts. - B 666 . 1,885

Private gifts, grants, and
contributions . -

Income from clinic *
operations ' :

Earnings on endowment

170

3,600
30

Income from auxiliary .
enterprises 550
Miscellaneous receipts : 132 . 185

\\y//} Total Operating Revenue ! . 12,033 ~ $33,120
- . s ~

\

- ‘ : i (In percentlff total)
Tuition and .fees , ) 47.0%
Federal Govermment grants !

‘and contracts : 27.1

'?Seate government grants ’

and contracts -
Private gifts, grants,

and contributions .
Income from.clinic operations ' 16.
Earnings on endowment. )
Income from auxiliary

enterprises . . .
Hiscellaneaus-receipts LN

7
)

0.2 1.
1.1 _0.5
Total ‘ ' < 100.02 100.0%

)

.

Source: Reports by the colleges to the Academy study at&ff July 1975;
T projections are by the Acade-y study staff. '

»

L% For assunptions and further details, see Appendix A,
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Tuition and fees have grown from 28.7 percent of total operLting
revenues in 1969-70 to 47.0 percent in 1975-76 and are expected [to grow ?
to 66.7 percent of the total by 1979-80 even allowing for some federal
capitation payments (which, as indicated elsewhere in this report, are
‘by no means certain).

The financial needs of the students

The podiatric gedical student's total educational costs (which
o include expenses for living as well as for instruction) are also rising
substantially (46 percent between 1971 and 1975). A student enrolled
at a college of podiatric medicine in the academic year 1980-81 will
find that annual expenses are more than twice those of 1974-75, as

. 1 ) ‘ah@(‘ln the table tl’Pt follows:
. C
Tane 9

) ' \
— - . Average Annual Estimated Expenses
of Podiatric Medical Students by Expense. Item’
[ - * ‘ P
y 1971 Projected to 1981
}
“ xv
‘ . ) | Other Percentage
- Kcademic+| Tuition | Books aad 5m and | Liwving Increase Over
Year . and Fees | Equipment oard Expenses | Total 1974-75
’ . l o -

1970-71 $ 1,627 $311(a) - $2,575(a) $4,788(a) $ 6,306 . -

1974-75 3,014 (b) 425(b) . 3,400(e) 2,350(c) 9,189 . -

1975-76 3,350 ‘450 3,600 2,500 9,900 . 82
1976-77 4,000 480 3,850 . 2,675 11,005 20
1977-78 5,000 520 4,100 "2,850 12,470 R 36
1978-79 6,400. 550 4,360 3,030 14,340 56
’ 1979-80 8,100 580 4,650 3,230 16,560 80
: 1980-81 10,000 620 4,955 3,440 19,015 107

J Sources: - ) ) ' : .

(a) From How Health Professig;s Students Finance Their Education,
. . ,Health Resources Administration, Public Health Service,
, . October 1973.

_ (b)' From bubliéhéd materials of the colleges of podiatric medicine,
- ~ 1975, ' : ‘ J

'

_(c) 1970-71 costs adjusted by the aggregate increase in:Consuier
Price Index r31.8 percent from May 1971 to May 1975).

Note: All expenses! other than tuition and fees were projected from =
1974-75 allowing for 6.5 percent inflation per year. ) W,

.
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The cost of four years of podiatric medical éjucation for a student

graduating in spring 1976 is about $35,000, as s in the following
table: \ "

|

Estimated Four-Year Cost of Podiatric Medical Bducatiom

Table 10

-

1973 - 1976
Expense . Four Year
Item . 1972-73 | 1973-74 | 1974-75-| 1975-7¢ Total
Tuition and fees $2,275 $2,628 $3,014 $3,350 $11,267
Books and equipment 375 400 425 450 1,650
_ Room and board 2,975 3,175 3,400 . 3,600 +13,150
. Other living expenses 2,070 2,210 2,350 2,500 9,130
Total $7,695 $8,413 $9,189 $9,900 $35,197
Source: Estimates by Academy: study séaff, December 1975,
'
B -
! -
\ . ’. .

For students graduating five years from now (sptihg 1981) the cost will
be more than $60,000, as shown in the following table:

Table 11

Estimatgd Four-Year Cost of Podiatric Medical Education

1977 - 1981
Expense . N Four Year
*Item 1977-78 | 1978-79 | 1979-80 | 1980-81 Total
Tuition and fees $5,000 $6,400 $ 8,100 $10,000 $29,500 -,
Books and equipment 520 550 580 620 2,270 -
Room and board 4,100 4,360 4,650 4,955 18,065
Otheq 1living expenses 2,850 3,030° 3,230 3,440 12,550

Tatal $12,470 , $14,340 -$16,560 $19,015 $62,385

L

i
Sourte:: Estimates by Academy study staff, December 1975.
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Available information is not precise on how the students raise the -
funds necessary to pay for the cests of their educatiom. In a ques-
tionnaire survey conducted by the colleges for this study, students
reported that they have had to borrow a significant amount to meet
those costs. When compared with earlier data (in How Health Professions
Students Finance Their Education, a Department of Health, Educatiom,
and Welfare publication reportimg on 1970-71 survey data), the current
survey showed that the number of podiatric medical students borrowing
and the amounts borrowed have increased significantly. However, the
total amounts borrowed in 1975 financed a smaller percentage of the
cost of tuition and- fees because (1) these have risen rapidly and o
(2) sources of borrowing did not expand proportiomately. '

Students say that under current circumstances they would be i11
- : prepared to withstand tuition increases of significant proportions over
. the next few years. They believe future students will be no better
able than they are to finance higher tuition and fees (in addition to
higher living costs). v

Results of the student. Questionnaire survey also revealed that
nearly eight out of ten students enrolled in the colleges of podiatric
medicine expected they will have borrowed for some part of the cost of
their education by the time they graduate (about $11,000 on the _

- average including their undergraduate education borrawing) as shown
) 'in the following,table

-

‘

S Table 12

Borrowing fo: Education by Students Enrolled
In Doctor of Podiatric Medicine (DPM) Degree Programs

- L As Reported in Spring 1975 . -

o
Fi Ty

Borrowed for Borrowed for Estimated Further
Undergraduate’ DPM Program | Borrowing.to Complete

Item Education To Date DPM Program Total
Average amount - N Ve
borrowed © 83,345 n.a. n'aW/ ‘ $11,037
Percentage of ' . - m;§
students who . ’
borrowed 37% 742 . n.a. .ot 79%
! ® " , \!

Source: Student survey conducted by the colleges of podiatric -edicine
for the Academy study staff. Por further details see Appendix G.

o

o . T - 44
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BORROWING PATTERN OF PCDIATRIC MEDICAL
EDUCATION STUBENTS

CHART € ~

1

s

T el

£ 1’
y Amount Borrowed Percentage of Stydents Borrowing
- ,—‘-/
— /"
$8,0€0 S‘r
. - 9% ‘
) TL%
3 / —'\
@ : 4.
3T% d
- 4 _ *
— . * /
§ . ~
¥ '
¢ 3
« fqr for i - - . under- .professional professicfal
undergraduate professional N gradugte to date - by
) /edixcatibn education/ i .~ graduation .
S ‘\\X . ' .
\ ; . ;
Source of Loan Funds . . )
Podiatric Medical EAducati-on
> : ) 60
GSL Program . 4
HPL Program 16%
: - 12
Family and Friends %
/
" <« Other Sources 12% -

Lt

IToxt Provided by ERI

6

F l{llcmrcg; “Student survey conducted by dhe colleges of podiatric medicine, |
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The ‘aggregate amouht
colleges of podiatric medicine is growing rapidly.

- following table, students who graduated in 1975 estimated borrowing
: in the agfregate to be more than $2 million while students who will be
graduating in 1978 estimated they will
the four years of education in podiatrjc medicine (the data do not

include pre-podiatric education borrowing):
L]

3

OIS

2

Aggregate Amount of Borro
For Four Years of Bodiatric Medical Education

23

of borrowing by students enrolled in the

As shown in the

borrow well over $4 million for

Table (13

[ 4

hg Estimated by Students

By Graduating Class¢s of 1975 .to 1978

> ,.cradu;ting P

~

Amount of Borrowing for’ Podiatric Medical Education

Class in,f/ Borrowed Estimate of Borrowing
Academic Year{ _To Date To Complete Education Total °
” o o
? 1974-75" $1,993;00/ $ 282,000 $2,275,000
. 1975-76 2,401,0 1,210,000‘ 3,611,000
1976-77 2,004, 2,304,000 4,308,000
. 1977-78 1,023,000 3,382,000 4,405,000
Source: Student survey conducted by the colleges of podiatric I
L. . medicine for the Academy study staff, spring 1975.
s Student commedts also revealed that: .
- - /
* e A substantial proportion of the students who borrow for
’ education under formal loan agreements also owe money
to relatives Jand friends, and many are responsible in
part for the|educational loans of their spouses.
e Many students would have borrowed substantially more if
. it were not for the limitations imposed by government
agencies and| lending institutions. .

e Many students are comcerned about the future availabiliiy .
of the loan funds needed to complete their education. Some
noted bleakly that if funds from current sources were reduced
or eliminated, their educdtion could -not be completed.

e Students would be prepared to borrow whatever amount was
required to finish their education (if funds were available)
because there is no alternative; neither they nor their -
families can pay-all the costs af their education out of

o " current income or savings. .

R




¢ Students' capacity to repay their loans out of
future income looks good, particularly if the
repayment period could be spread out over a
long period of time (longer than the seven- or .
ten-year periods provided by existing loan programs). .
\ LA
e Students would be willing to enter the National ) .
: Health Service Corps or other acceptable programs
. (such as practice in shortage areas) designated by
~ government agencies if this were necessary to pay
off all or part of their loan. obligations after
they graduate. .

/ e Their interest in enrolling in the National Health
- Service Corps or acceptable programs grows in €.

proportion®to the increase in the amount of their

outstanding loan debt. ’ N

¢
.

Further details on the student borrowiné surQey are in Appendix G.
During thé survey the study staff asked student aid officials

at the colleges for their views on the need and extent of student

borrowing. They said that: - - * N X

| e A substantkal number of students arg‘really‘being
pushed at the present time tp meet their curremt
financial commitments. These students are greatly
in need of mew or additional sources of financi#g.

® Many students are working .more hours, outside of
school to make endg meet ‘than is appropriate fo
professional students who are already spending j35 .
or more-hours a week in classroom or clinic activities.
The amount of outside work undertaken by some gtudents
‘ definitely interferes with their studies. ©o-

® Some device will have to be created to make 1it|
possible for students to pay for steadily rising’
tuition charges. ,Otherwise, the outlobk is that

Y " the colleges will not be able tb increase education

expenditures significantly over the next few years

because of a growing inability among students [to

- finance the tuition required to ‘meet the cost
involved. | ,
t - * " ~N
. ® They were concerned -about the amount of interest
N that accumulates over the lifetime of a student AN
1 because it increases so sharply the total cost N
of professional education. However, they were not >

able to offer an alternative suggestion.

.- . . \




With these considerations in mind, and in light of information |
on other possible sources of revenue (as shown in Appendix B), the .
study staff turned to ‘the question of how a greater dMdunt of needed |
institutional operating fu might\be obtainéd from imcreases in v
tuition and fees, and how this might be done in an equitable and
reasonable way. The major .focus was on’financing tuition increases’
in whole or in part by loans to students- thtough a deﬁerred cost of
edutation plan which would make funds available to the colleges in
the year when the operati_g expenges are incurred and provide for
repayment by the student after practice has been started.

The: case for and against a deferred cost plan and the details
of alternative plans arg in the_Fhapters that follow. )




Case For and Against a Deferted . ' ,
Cost of Education Plan for -
Students of Podiattic Medicin

Examination of the possible alternatives Yor/financing podi
medical education led the study staff, theAssoé¢iation, and
to conclude that a deferred cost of education plan offere
meaningful ‘solution in the impediate and long-term outiook to assure, o

the well-being -- even the sukvival --'of the ¢ol egee of podiatric - [ P
: -there 8 to be no other way. :

. — » R ,
»‘I}§ﬁgfactors,4 : ‘ken into copéideration in reaching
- case for & R

posi ive aspects conclusively faw v bt hmeﬁtmo such a
plan whereas the negative aspects po pd be over-
e?ﬁe through the design of the pls

" The case for and agains§
is summarized below.

v/
Arguments in favor of a deferred(;ost plan
e .
1) The cost.of podiatric medical educat~- has climbed —~ . 7 "
. rapidly in recent years and is cerplin to grow in S T 1
the future as (a) inflation contyfues-and—(b) the .
N colleges strive to heet the demands for improving
the quallty of-podtatric medical educatiom. -

)

2) The colleges of podiatric medicine cannot continue
____ ro finance 'the rising costs of education withim - Y
the limits of present sources of funds. '

- '3) The Executive Branch of the Government proposes
that the amount of federal capitation.be reduced
immediately ‘and terminated within a few . T

"years. B
y 3 .

> ’Pﬁf ‘Tbe'colle§~//zggnot expect more than a fraction T

" (pérhaps~one-third) of the cost of.podiatric ' .
medical education to be covered by the funds : S
available to them from all sources other than the

students. - ’e ' .

- s5) The cost of podiatric medical educatign w111 soon
; be so high. that hardly any students’ wfll be able.

- to provide the amount requireg out of curreat, | .
income or aasets, either from their own reaburCes - o
- or -from those of their parents or Eriends. .yﬂ ’ .

\ e T e ., “ — ] \
L - s [ ] - .
- i ) N '
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7)
have a high earnipg potential after the
with their DPM dégrees, finish resid
~—into practice.

8)
e the:colleges to ch ge tuition and fees,

students Ep ‘obtain adequate’ funding

r their expenditures while they are in
college,
the Federal GoVernment to/obcain profes-
gional health care services By*podiattists
in underserved areas in the future if it .
vished to do go and if Congress appropriated
the . necessary funds.

- Y
a

- .

. Case against a deferred cost plan .

- X ‘-

B O g.deferred cost .plan means borrowing: The-debts
ifcurred by students during their younger' yedrs
will'be a burden tos them and -their future .o
familie€s when they start to practice. Even if
the earnings are high, interest and amortizktion
on a large debt (despite the repayment beriods
being spread out over a substantial nunber of
years) will make a substantiaf dent in future
spendable income. -, -

During the early years of practice a young practi--
tiener' $ ihcome‘also -will have to cover the cost
of "opening an office,- establishing a new homé, *

. waiting until the practice develops madequately,

. etc.~ The young practi;ioner can be dxpected to .
feel that the repayment of student debts during
this period is especially diffdcult, y

. ..




-

» - . -~ 3) Student debt will aléb be a burden if- the, fliture
i . P~ L practitioner elects to repay the abligatign’ by
R - practice in an underserved area (and the éovgrn-
ment agrees) where the income is likely /to be low
relative to what could be earned in somge other
/part of the dountry. Moreover, by moving to
such areas -for the temporary period o service
the future practitioner may also incpr a good //
- . deal of additional ?Bying and housigg expense. /

41 All loan programs entail substantial interest

charges during the students' college years. /

While the amount involved may be reborroved from/ ,
A the ‘lender and not actually be repaid by the .
o students until they go into practice, present

income tax .régulations would not perm " interest

) incurred during low-income student y ars to be
déductible for tax purposes in high7/income
practice years. Income avetaging 6n tax returns

¢ ? may, however, ‘be helpful.

i 5) Student loan programs also 1n3#{ve costs for
.. iife and disability insurance/and service fees.
7 Although interest and service fees are going to
- ‘ be necessary to make a deferred cost plan work,
. ‘ the charges do add substantially to the cost of
education for the student. .A reasonable estimate
{s that interest and other costs will hearly double
the amount stulents have to pay back even if they
. repay the loan in ithe three-year period beginning
-t . after the completion of residency.

N . 6) Loan plans tend to discridinate against women,
’ minorities, and persons from the podrer segments,
of society whose lifetime earnings expectations
are lower than those of other groups. Many persons
in these groups are reluctant, therefore, to-bor-
row for their education. . !

®t

v

7) " 1f the U:S. Government does'not agree to allow /
a program of loan repayments through service in
- . underserved areas, the cash repayment requirements’
. . during the early years of practice would make
e, it dfFficult,}if, not impossible,. for health care
S - - professionals such as podiatrists to engage in.
public servide or othér ptactite that involves
. . " 1little or no charge for the' médical care provided.

.

governmeﬁt agencies as the‘Veterans Admintstra-
: tion, the military, thé Peacé Corps, and VISTA;

« This would include, \for example, ‘service in such o °

Pt .
. . \/
, .




also patient care {{n hospitals, clinics, nursing N
homes, and health tare centers catering to the

poorer sections of|sdciety, and similar activities.

8) All loan plans that| involve a large amount of
borrowing tend, tg emcourage practitioners, in
podiatry as well as in other health care profes-
sions, to_enter high paying specialties (such
as surgery), to increase fees, or to establish
practice in those geographic areas of the cities
or suburbs in which it is easiest to provide
patient care primarily to the more affluent
sections of society. Although-practitioners

. shoyld be free to select .the type and location /;

of the practice they wish to pursue, there is no

doubt that high debt obligations have practice —- .

implicgtions which may not be consistent with L
‘' future/public policy.. .

9) Loan rograms require a substantial amount og
costly administrative work at the colleges, at
gdvernment agencies, and among students. Lo$' . !
programs also tend to encourage undesirable 5r -
financial practices among those small segmen

. of the population which are not as careful
; their use of govetnment money as they shoul Ape.
" " Although defaults, bankruptcy, and collect 0
Ppractices have not been a serious problem go
° far in loans made to students in the hea
professions, the problems in other goversnment
guaranteed loan programs have received wide
publicity. They emphasize the need in /every
1 loan program for a-substantial amount f care .
in making the loams, a good deal of administra- ; ’
tive control of the program, and intehsive
follow-up work in collections. - "l
P . ‘ I g

Conbluding,notgﬂ ' Co

" As igdicated eatlier, positiwe aspects of the concept of a
+ deferred cost of education plan for podiatrid medicine were the
**  factors that influenced ‘the Association, the Panel, and the Aca
to recommend'the plan proposed in this report®* The plan was désigned
s specifically to overcome the negativé aspects, ahd to provide sélutions
to the obstacles they presented, ° " ' :

- . * %
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of educat ?n plan, thl study staff found that: '’

1) e cost of ¢ducation for professional persons
n all of th¢ specialities and various branches
of the healtl field has yeen rising constantly
for many yeags. -
2) | Existing programs for financing the educational
costs of proflessional persons in the health
fields are up for revision. They do not satisfy
policy makers in the Executive Branch of the
Government or Congress, or education leaders
in the health professions.

Programs for financing the cost of education
in godiatric medicine have never been and are
not ‘now adequate. Although these programs
would:have to be expanded in scope and in.amount
in order to meet the needs of podiatric medical
students and the colleges, the trénd, in fact,
has been the other way. * During the late fall
f 19?5 for example, the Secretary of Health,
Education, and Welfare recommended to Congress.
‘fthat capitation payments to colleges of podiatric
/medicine as well as .to colleges of veterinary
| medicine, optometry, and pharmacy (the VOPP™
group) be phased down immediately and' elfminated-
within a couple of years; also that access by
new students in VOPP schools to the Health
Professions Student Loan Program befterminated\
7/
4) At the samé time the Secretary recommended the
‘ enactment of new programs to help finance the
educational costs of students enrolled in
medicine, osteopathy, and dentistry (the MOD
group). The Secretary and the Executive Branch
of the Federal Government regarded these profes-
sionals as being capable of providing health care
services in the greatest service shortage areas --
areas which required, therefore, according to the .
Secretary, the greatest government éupport to
! remove health care service deficiencies.

5) 1In his sthtement to Congress, the Secretary said
that no national shortage of services in podiatric
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. specialty or geographic distribution’ problenu
This position has been developing in the.
Executive Branch of the U.S. Government over
a number of years under different U.S. presi-
dents and with different officials in charge
of policy at the Department of Health,
Education, and Welfare. Although they are
not in agreement with the Administration's
priorities, the colleges of podiatric medicine
and members of the professign, present and
future, have noted the attiffude., They believe

hat it is unlikely to change sooh, and are
Eeady, therefore, to supporf{ a financing plan
that would be able to serve]adequately the

™~ needs of podiatric medical ptudents and the
colleges far into the futurp, as well as the
needs of the public at larglk which seems to
require every year a greater volume of podia-
tric health care than before.

"

1

6) .. The issue to be faced by Congress, the

Executive Branch of the Government, the

- colleges, and the members of the profession, ’
1s the problem of where the money is to come
from to pay for the cost of educatiop in
podiatric medicine in the future. Within the
next ten to 12 months a solution is needed
for at least the next few years in order to
“allow the colleges to continue to operate

\ effectively, and to permit the students to i

plan for their educational years as well as
for their professional future.

Against this background the study staff examined the options
available for the financing of the colleges of podiatric medicine

and their students. Four possible option#.dismissed out of hand:
« as impractical for jmplementation were that:

e Tuition and fees could be increased ) I

.J ‘ significantly, year after year, with-

out provision of additional financing
sources, for students. .

e Capitation grants, federal or state,
« could become large enough in the fore-
) , seeable future to make up the difference
. between present levels of tuition (or
future levels as. adjusted for inflation)
" "and the total expenditures needed to be °
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made by the Eolleges to provide quality
education programs. -

»

1

The colleges could ‘or should comvert °
themselves from privately operated and
controlled-institutions into state-
supported or state-affiliated institu-
t sons’. -

The quality of education at the colleges

could or should be reduced or the colleges

should continue to avoid a program of

continuing educational improvement.

The dismissal of these options as being impractical focused |
attention on a deferred cost of education plan as the most Teasonable
course of action for the future. Nevertheless, a number of possible
variations existed Gi?ﬁig’the deferred cost concept. In considering
alternative plans and approaches, the study staff concentrated :E -
developing solutions which would at a minimm permit:. .

e the colleges to increase tuition and
) fees enough to obtain a stable financial
basis for current/ operations and to plan
-and implement needed improvements in pro-
gram quality with less dependence on ‘the _
uncertain prospects for federal financing;

;he students to ain a substantial
"1ncrease in funds to ce their educa-

tion costs; e

th; public in underserved areas to obtain
a substantial increase in health care. L
gservices by podiatrists. : ¢

. t
< A basic assumption underlying all of the deferred cost alterna—
tivés considered by the study staff was that the students could earn
enough in full-time patient care pr »after graduation to repay.
in a reasonableperiod of time the'?ﬁcnﬂed for their educa- -
tion, or that theN(.S. Government i be willing tq make the-

prqviding of podiatkic care in underserved areas a service eligible )
for government suppért. ‘' g . )

. Wil developing the case for gad against a deferred cast of
_education plan for podiatric medicine, the study staff investipated
alternative methods of financing education and examined 'in some
detail the principal sources of revenue available to the colleges
(see Appendix B)..: The-ipvestigation showed that' conventional

.
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iebﬁoda of financing'education were inadequate and that no signifi-
cant alternative to a deferred cost of education plan was available
to the colleges.

The investigation showed further' that callege and uﬁiversity
students (including students of podiatric medicine) financed their
education from severn sources of funds as follows:

¢ funds from their parents or friends;

! t
® funds from their own savings accumulated
prior to enrolling in college; .

e funds from outside work while enrolled. in
college; ) . :

-

—_—

] funis from college work-study ‘programs;

® scholarship assistance either from govefn-
.. ment agencies, the colleges themselves,
or other private sources;
] Gelfare, social securify, Neterans, and
other governmental payments;
. »
e loans, primarily those provided under ' the
various governmental programs. (Other
loans represent only a small percentage
‘of the total borrowing.)

Loan prograns were-found to play a large and rapidly growing
role in financing educatjop; The study staff gathered information
on seven natfonal education loan programs and summarized their main
features in a2 uniform format (see, Appendix C). The seven programs

are:

. )

7 2)
3)
4)
5)
6)

7)

—_—

Guarante® Student Loarm Program (including
the Federal Insured Student Loan Program)

Nationgl Direct Student Loan Program

Health Professions ‘Student Loan Program
A
Nursing Studeat Loan Program T

Law Enforceément Education Program Loans
T

United States‘&oan Progﬂam for Cuban Students’

Graduate and Professional School Loan Program
of United Student Aid Funds, Inc.: '

Al :
“' o ; )
. ‘ ) - j

te o ~ ’1 ); 5. ,’J ' [N »~
~\,\ -~ - ‘_N . N . L]




The study staff found that existing loan programs were not
adequate for many graduate and professional school students. Omly
two of the programs noted above (the Guaranteed Student Loan Program
and the Health Professions Student Loan Program) were available to
students of podiatric medicine; and the amount of funds available
under those two programs was far too little.

While the Guaranteed Student Loan Program has a loan ceiling of
$7,500, for updergraduawe education, only $2,500 has been added to the
'ceiling for graduate and professional education and the availability,
of even this amount has depended upon the student's ability to find a
lender willing to lend the money.

"0 The loan ceiling under the Health Professions Student Loan
Program has been set at $3,500 per year, but the total amount of -funds
appropriated by Congress each year has been so little that, after they
are apportioned among all the needy students, only a small fraction

of the total need has been met.

The staff found that the comparison of details of the various
loan programs in Appendix C provided a helpful reference for develop-
ing a deferred cost plan for podiatric medical students.

)

9
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III. " A Punding Plan and a Course of Action

This chapter outlines the proposed deferred cost of education
funding pla?.fot podiatric medicine recommended in this reéport and a
course of action to be followed by the colleges, the students, the
government, and the lending institutions to put the plan into
operation.

Present funding programs and those being considered by Congress
and the Administration do not solve the problem of financing podiatric
medical education. The plan described in this.chapter is designed to

1 t blem. It :
solve the problem would permit -

1) Every coiigﬁz'of podiatriec medicine to charge an
amount for tuition and fees adequate to operate
the institution at higher levels of quality with
less dependence on federal funding than in the
past.

. 2) Every student, whether needy or not, to borrow all
or nearly all-of the,education cost from a private
lender in the form of a government guaranteed loan,
in return for signing a contract.with the government
to provide three consecutive years of full-time
professional patient care service in ah underserved
area after graduation and residency. -

3) The U.S. Government to assist students finance their
education with no direct outlay of cash for costs
of education by guaranteeing the loans from the
private lenders; and subsequently to pay for pro-
fessional patient cate services in underserved areas
as they are rendered.

4) The lender (for example, a group of banks, insurance

companies, pension funds, etc., perhaps administered
through an independent organization acting as agent,
such. as United Student Aid Funds, Inc.) to pay the
money to the student or the college, receiving in’
return a note guaranteed by tHe U.S. Government., .

In effect, the plan proposed in this report would establish in
advance an option for the U.S. GoJernment to finance to the extent
deemed necesdary in future periods, professional health care services
in underserved areas. .When students are ready to practice, they also
would have the opeion ef repaying the borrowed funds either in cash
or in the service for which they have committed themselves.

. : (
: j -
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. The expectation is that the amount borrowed for education
‘costs (including interest, Insurance, and service charges) will be
high enough to make it worthwhile for many students to provide “the
three years of future service contracted for. Nevertheless, if the
amounts involved do not turn out to be high in relation to the '

students’ immediate earning potential in the years after residency,
students could choose to repay the loan in cash, and the government

would have incurred no expense for-the cost of their education.

}\ The proposed deferred cost of education plan is as follows:
b S, -

1) Federal legislation would be enacted throygh which the )
. U.S. Government would guarantee loans to podiatric
, medical students wvho contract to serve in underserved
areas after graduation and residency. '
L . kY
2) Every student enrolled in the first professional
degree (DPM) program at a college of podiatric medicine
would be entitled to borrow under. the plan an amount
equal to (a) tuition and .fees, and (b) the cost of room,
board, and books (as determined by the regulations,
established for'the plan), and (@ the accumulated
Y interest and other borrowing costs accrued on previous
loans for podiatric medical educgtion.

.

3) The lender would be individual banks or insurance
. companies or a separately 1ncotporated-company, such
k as United Student Aid Funds, Inc., acting as the agent
for a'group of banks, insufance companies, pension
funds, etc., or a separate company with access to the
capital markets such as the Student Loan Marketing -
Assotiation. .

.

“ 4) The amounts borrowed would be evidenced by notes signed
'by the students and guaranteed by the U,S. Government.
The notes would bear a rate of interest that would make
the loans competitive with other investment oppoTtunities
of the lender (say the three-months U.S. Treasury bill
rate plus three percent),'plus.appropriate charges for
insurance and for servicing the loans.

5) The principal of the notes plus.the accumulated = .
Interest and other borrowing costs would be payable
.in threq equal annual installments ssarting at the
.end of the first year after the student expects to
receive the DPM degree, ceases to be a full-time o) a
student, or completes an accredited. postgraduate
education program including residency.

vO o
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The contract with the U.S. Government for professional
setvices would provide that for each consecutive

year, up to three years, of full-time professional
podiatric service in a designated underserved. area,
the government would pay ‘one-third of the balance of
the notes outstanding as of the date service begins
plus interest and other borrowing gharges. The
minimum service commitment would be two years.

The loan agreement would be accompanied by a life
and disability insurance policy, the face amount of
which would be equal to the outstanding loan bdlance
including a¢cumulated interest, cost of insurance,
and service fees. -

Students would be entitled to repay the notes,
including the accumulated charges and interest,
in cash 1if they did not wish to or could not
provide service in an underserved area required.
by the contract. . !
' n

Congress could also choose to authorize the Federal
Government to repay loans for other public service_)
work by graduates, such as service in ACTION, the
Peace Corps, VISTA, the National Health Service
Corps, or active military service.

‘ / .o
Congress also could provide for the Federal Govern-
ment to repay loans of students-under conditions of
extreme hardship (such as a student from a lgw-income
or disadvantaged family who failed to comprﬁzgazge
podiatric mddical education program, was in
tionally needy circumstances, and could not be
expected to resume study within three yeags).

Further Comments’
’

‘s

»

A number of major questions raised during the development of!
the plan as well as those mentioned specifically 'in the contract.
betweep the American Association of Colleges of ,Poliatric Medicine
and the Health Resources Administratio? are discussed bglow:

r .t
1. Why are the present loan programs for students in the health
professions not adequate, and how does the proposed plan overcome
the difficulties? . )

5

For ten years the U.S. Government has Been supporting student ” Z;

loan programs designed to assist studemts being trained for the w

health professions. These programs have been criticized by Congréiq .
- - et ‘e
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and t 'Exééutive Branch of the Government because they did not meet

stu or college needs, cost too much, or did not jprovide service

in undersérved areas. The study staff believes that in the past loans
did not meet the goals set for them because Congress and the Administra-

tion failed to:

-

a) provide enough money to meet the financial requirements
of the educational ifistitutions, or even of students who.
could prove acute financial need; )

b) establish an adequate quid pro quo for the provision
of professional health care services in underserved
areas; and

¢) make clear the philosophy behind the tinanc al aid

plans supported by the government. ¥

Widespread differences of opinion and confusion |have
existed alout the extent to which the financial aid policies of
Congress /and the Administration have been intended to\help (a) the
colleged to provide better education programs, (b) the students to
obtain Yostly professional training, or (c) the public, espedially
residents .of underserved areas, to obtain an increased amount of
health care services. The relative importance of these several goals
has never been, defined. X .

The deferred cost of education plan fér students of podiatric
medicine proposed in this report is designed to overcome the defi--
ciencies of past plans in a straightforward ‘and direet manner. In
effect, the plan would establish in advance an option for the U.S.
Government to finance to the extent deemed necessary id future periods
professional health care services in underserved areas., When students
are ready to practice, they would also have the option- of repaying the
funds provided either in cash or in the service for which then have

commnitted themselves. :\ .

The study staff and the Panel believe that in the future the
amounts borrowed, to meet education costs will be high enbugh to in-
duce many studezés to choose the service commitment. Nevertheless,
if the amounts due involved do not turn out to be high in rélation
to the immediate earnings potential in the years after residency,
students could arrange to repay the loan in cash and the government
would have incurred no cost for the education involved.

2. What assumptions were made by the study staff in degeloplng the
plan? | . 1 \ B X :
(-A number of Wssumptions.weres/made by the staff to serve as the

basis on which tolconstruct the~fharacteristics of a deferred cost °
of education plan. To the exgent the assumptioms are valid (edther

. A%

-~
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for podiatriE medicine or for other health professions) the plan is

The assumptions are that:

well suited to achieve the expected goals.

Wit spect to nmational pgblic'poligx

v

.

a)

ongress will conclude that the country'é need for
health care personnel, including podiatrists, will
be so great for the next -five to ten years that

the U.S. Government will have to continue to sup-
port professional education for a substantial number
of students in the health care fields.

b) Congress will search for, new or alternative methods
of flmancing or providing this support because the
potential cost will be so' great. .

¢) In looking at new financing mechanisms, Congress

may be more favorably inclined toward supporting

programs of financing students in the health ’ ’
.professions than toward programs which involve the

financing of institutions educating professionals

for the health care field. - ’

d) Congress will be more favorably inclined toward

supporting programs involving guarantees of loans

to students by private lenders than programs in-

volving direct cash outlays through appropriations

for either loans or grants. ' ’ /

e) Congress may consider supporting programs that . -
establish a contract providing for a period of . LT

- full-time professional patient care service after )

¢ ~ graduation and residency in underserved geographic

areas in direct return for:the amounts loaned.

£) Congress will continue to ‘authorize and appropriate

. some, funds for capitation grants for colleges of
podiatric medicine as well as for other colleges,
universities, and professional schools providing
education for the health professions.

' Wiéh respect to the colleges éf podiatric mediéine
7

The colleges will have to double their charges for
tuition and fees in the next five years in order

“to meet the cost of inflation and enhancé the v '
quality of the professional education beyond that ¢
now being provided. . .

R

- - 8)
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h) The colleges will continue their'already extensive .
efforts to'upgrade their academic programs and
their facilities during the next five-year period
and to increase the proportionate number of full-time

* ~faculty members. o RN -

i) The colleges will continue their search for new
sources of funding. Some of these may come into . , /
being in the next few years (for example, capitation : .
- grants by state governments, contracts between the
state governments and the individual colleges of
podiatric medicine for the providing of educational
services, etc.). . New sources of funding are, however,
not likely to finance more than a small proportion of
educational costs. ' S
_ j) The colleges will'continue/to search for scholarship
funds for needy students beyond the amounts available
_  from loans. Their boards will agree that (a) scholar-
ship. funds are the responsibility of donors recruited
by the boards or the ymanagement executives of the ‘ '
' colleges: of podiatridkmedicine or of government -
agencies, (b) scholarship funds are not the res-
ponsibility of financially-able students, and (c) .
. scholarship funds should not be included in . the
portion of the operating budgets of the colleges
which is financed by tuition-and fees.

k) The colleges will continue to.carsy on private fund
raising aggressively. The amounts raised will increase
substantially during the next five years, but will be
earmarked mainly for new construction and reng¢vation,
new equipment, or amortization of-already completed
capital imprevements, endowment, and scholarships.

No significaht amount of private gifts will be ,
available for the regular operating budgets.

1) The colleges will expand ressarch for the improved .
care of patients ‘and for the advancement of the
profession which will be carried on parf-timéeby
members of the faculties. Nearly 100 percent of the .
costs involved, however, including overhead, will be

~. financed by grants from Federal Government- agencies

*>§>(sqch as the National Instigﬁﬁea‘oftﬂealtﬁfz private
corporations, and other. esntributors.

m) The colleges will provide a significant ampunt of . N

. public service in the future for which no compensa-_
tion will be provided. The cost of this service
will be ‘absorbed by the colleges or their faculty

63




n)

b

members and administrative personnel within the funding
available from séurces other than'etudents.

1f new colleges of podiatric medicine are established
during the next few years, or if the School-of Podiatric
Medicine of the State University of New York at Stony
Brook becomes optrational, the number of students and
fagulty involved and the.budget commitmehts are not
likely to be large enough to 2iter significantly the
trends shown in this report.,

With,respect to students of podiatric medicine

0)

P)

°

q)

Students cannot be expected to meet the rising costs
of tuition, fees, voom, board, and books from the
sources of funds now available.

Students can expect earnings in the futuré from
professional practice to be large enough to enable
them to wepay educatlon loans of the amounts mentioned
in this report. 'If a program Qf national health
insurance-is created and involves changes in the
economic pattern for practitioners in the health
fields, the program can be expecdted to include
provisions for satisfying the educational loan
obligations incurred by podiatrists as well as by
other types, of health care professionals.

Students can be expected to follow the sharp rise
in the cost of education with concerted demands on
government officials for new loan and scholarship
,programs, forgiveness provisions, service corps
opportunities, etc.

1

-

With respect to the national economy

r)

High income and productivity for the country as a
whole will continue; spending patterns will include
increasing amounts for professional health care
services, including podiatric medicine.

L ]

Inflation will continue at the rate of six or
seven percent a year, on the average, and will be

-one factor increasing the operating costs of

colleges of podiatric medicine as well as other
private colleges and universities in the country.
The tax laus will continue to facilitate and
encourage philanthropic gliving to higher education,

" including contributions to colleges of podiatric

medicine.




3. How would the progosed plan actually operate? .

During the course of-the stydy, the staff worKed out a number of
operating suggestions for the prqposed, plan, as ghown below. All
suggestions are subject, of course, to a further review by government
officials, potential lenders, legislative draftsmen, and other gpe-
ciglists who might be involved in getting the plan underway. .

-

a, Prqgrsm Administration

1) Foans would be made to the students by private lending
institutions and guaranteed by the Federal Government.

2) Loans would be made at the discretion of the lender
° to students who presented: .

e Certified statements that they have matriculated
and are currently enrolled and in good standing
in a program leading to a doctor of podiatric-
medicine (DPM) degree at an accredited college
of podiatric medicine, and

\

° Agreements signed by the students and a repre-

; sentative of the Secretary of Health, Education,"
and Welfare, providing for’a maximum of three

ears of professional service by the students

a designated underserved area im return for
repayment of part or all of the loan by the
Secretary of Health, Education, and Welfare,

such service to begin after completing educa~-
tion, ‘and after residency requirements have

. been completed.-

3) A sepatately incorporated .company, such as United
.. Student Aid Funds, ‘Inc..(USA Funds, Inc.), would
serve as agent for groups of banks, insurance
companies, pension funds, and similar institutions
to help assure access to loan funds and .to provide
professional administratton of the loan program.
Additional capital for loans would be provided by
a separate company, such as the government-sponsored
udent Loan Marketing Association (Sallie Mae),
.“which would serwe as a secondary market .and ware-
" house £o; student loan paper.

.b. Prqgram Responsibilities

v 1) Lenders. Responsibility would be ‘to make and collect
' . Toans and inform the colleges -and the Govermment
of the status.of outstanding loans. In cases of’
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delinquent loans, lenders would have to make
every reasonable effort to collect the amounts
due before submitting claims for payment by the
Government. Loan checks would be drawn in the
name of the student and‘mailed to the colleges.

Federal Government: Responsibility would be to
guarantee loans, prepare and make available ad-
ministrative guidelines and forms, designate
underserved areas, enter into agreements with
students for underserved area practice, repay
loans in‘aecordance with the provisions of the
agreements for practice in underserved areas,
process claims; if any, for payment on defaulted
loans, and take any actions necessary to enforce
the contracts for service in underserved areas.

United Student Aid Funds, Inc. (or a similar’
organizatton): Responsibility would be to organize
groups of lending institutions to make available
enough loan funds to/meét students' needs.

Colleges of Podidtric Medicine: Responsibility
would be to provide financial counseling to
students, assist them to prepare required loan
applications and documents, maintain addresses of
student borrowers who graduate or otherwise leave
the college, notify the lender of all borrowers

who dxgp out or otherwise leave the college without
comgléting the degree program, provide (upon request
by the Federal GoVernment or the lender) the current
addresses of studént borrowers who are delinquent

or have defaulted/ on the payment of their loanms,
notify the Aherican Podiatry Association of all
graduates who default-on the repayment of their
loans, provide an estimate, one year in adwvance,

_of the amount of loan funds likely to be needed

by their -students. )

“w -

Student Loan Marketing Association (Sallie Mae)
or a similar organization: Responsibility would
be to offer to purchase from lenders student loan
paper, raise capital for that purpose by selling
bonds and other securities using student loan.
paper as necessary for collateral, offer loans

to lending institutions secured by its holdings
‘of student -loan paper as collateral, and carry
out collections on student loans in its posses-
sion in the manner prescribed above for lenders.
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"Eligible Institutions: . ;

46

oy
!
[4

6) Student Borrowers: Responsibility would be to °
sign agreement in conjunction with first loan
application to serve afteér graduatjon and com-
Pletion of residency in designated 'underserved
areas, make 'application not later than six
months prior to first loan payment due date to
serve in such an area, inform college after
leaving of current address, and repay loan if
decision is made not to practice in an underserved

area. i \ /

#® would be financial institutions subject to |
examination and supervision by state or Pederal
Government agencies and other organizations ‘
approved by the Secretary of Health, EducTtion,

Eligible Lenders:

and Welfare,

»

® would be accredited institutions of Higher
education offering a Doctor of Podiatric
Medicine Degree Program.

Eligible Students:

{
»

® would be persons matric ated in an eligible
school as full-time stddents in a program
leading to a Doctor of PoQiatrgd Medicine
. Degree.
[ 3
Amount of Loan:

1) The maximum loan each semester would be ‘limited

to 100 percent of the cost rounded to the nearest

$100 of the total of tuition, fees, room, board,

books, and the accumulated amount of interest

and other|/borrowing costs “accrued on previous .

loans fof, podiatric medical education, : '
2) The minitum amount that could be borrowed (to
limit the amount of  administrative workJ would
be $500 each semester or quarter, |

3) The administrative guidelines would specify the -
fixed amount of allowances at each college for - ° )
education expenses other than tuition and fees;
the allowance would be based on the estimated -

' average cost of these expenses at each college

for 'an unmarried student.




g. Loan Terms:

1) Certificates: Each borrower would have to present
a certified statement of matriculation and.current
enrollment in good standing. R

2) Servicegggreement Eachsborrower would have to
present an affidavit signed by the authorized
official of the college indicating that a signed )

N contract. between the student and the Secretary of ot
Health,|Education, and Welfare, or his representa-
tive, 1% in force.

Y

3) Promissdry Note: Each borrower would have to sign
a promisgory note for the loan received. ‘

4) Due Date) Repayment would be due in three equal
annual installments, the first ome due one year
after the \student expects to receive the DPM
degree, ceases’ to be a full-time student, or
completes an aocredited or apptoved postgraduate
education program including residency. Loans
could be prepaid at any time without penalty. -
- The Federal Government would pay each annual
-~ installment, including accumulated interest and- fb,
) other borrowing charges, which fell due while the’
student was serving in an underserved area under
the terms of an agreement entered into with the
Secretary of Health, Education, and Welfare. p

5) Interest: Interest would accrue from the date.of |
the loan at an annual rate equal to the three-
months Treasury bill rate on the day the loan was
issued plus three percent computed on the outt
standing Balance and would Be payable at the end -
of each year the loan was outstanding.
]
6) Service Fee: A fee equal to one and one-half
percent of ‘the principal amount of the loan would
be charged to cover servicing the loamns and
. administration of the loan program.
R € 5 ~
.7) Insurance: A life and disability ihsurance
: policy would be issued on each borrower equal
to the amount of each loan including accumulated
interest and other borrowing charges. N /
.. - !
-8) Def;rmént No provision for defetment period )
K wnuld be made. ' .

- I
. ‘ ’
T . N -
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Some further information on how the plan would work, put together in a
short question and short answer format, is in Appendix K. ‘
\ .

4. What g.ovetnnent involvement is required to put the plan
. into operation? .

, The deferred .cost of eddcation plan proposed in this rei:ort would
require the Federal Government to:

a) establish the plan by an act of Congress which would
designate an existing agency of the Executive Branch »
- to be responsible for administering the program and
indicate the limitatjPns of and constraints under
' - which the program be operated;

L]

b) gua'rantee the’ loas made to the students;

¢) contract with the students for the provision of pro- .
fessional health care services in underserved areas
after graduation with a DPM degree and residency
(1f undertaken) has been completed; '

. ‘ * /; .

d) authorize and thenappropriate the necessary amount -
of funds needed to répay.the loans wmade to the ’ ’
students when the seryices are rendered in the
underserved areas; ' Y

_ e) determine the location and boundar:liz;f those parts
‘of the country (including, if neces » sections of
cities and other communities) which would be con-
sidered as underserved areas for podiatric medical -
services; ’ .

f) determine which other services, if any, (such as
active military -service, or enrollment in the Pegace —_
Corps, ACTION, VISTA, Public Health Service, National :
Health Service Corps, etc.) also would qualify for

» repayment of education losns under arrangements - -
' similar to those established for practice in ‘.
undex:served areas;

8) determine yhat comstitutes the rendering of
"+ eacceptable podiatric medical services in underserved
areas; .

_h) arrange for the podiatric medical services rendered
in the underserved areas to be mopitored by an

interest of the government;” ..




arrange for repayment to the lender of the amount’ |
due on the loan when the services have actually
been provided in accordance with predetermined
standards and requirements;

j) axrange for repayment to the lender of amounts
due on defaults. .

Although the list of Federal Government activities required to
put the plan into operation is a long one, ‘the study staff notes that
. the U.S. Government has already undertaken similar activities in one
or another of the health professions loan programs. Moreover, all of
the activities listed could be undertaken, executed, and monitored
adequately by the National Health Service Corps if persons participat- ,
ing in the loan program were enrolled in the Corps during the pericd /ﬂ/ .
of service in underserved areas. '

' ]

L3
It would also be possible for the government to subcontract some
of the activities listed abgve.to non-government agencies on a fee
basis. Although this pXoc ‘Jure would avoid adding to the number of
government employees, it\pfght cost more in_the long run because of
the additional organi s that would be ‘involved.

5. What would the Zost the government? . ’

_—

. - “ ~
The cost of the proposé&“p}an is obviously important. The pro-
posal is that to the Federal~Government there be: ,

.

- a) no cost through ihis program for the support of any
students during the period of Yrofessional educa-
tion 829 residency; . .
cost only during the’ period when services are being
provided in'underserved areas;
cost only in‘fhe'fofm of expenditures for the re-
payment. of loans incurred by students for their
professional educanton in return for professional
health care services rendered in unferserved areas;
cost, if anf, for payment to a lender of amounts
in default. Because of the repayment for service
provisions these amounts are not expected to be

larg§. . - oo
Undeér the plan, a contract would exist wheggby tﬁ} Government
'ngeed to purchase wervices from a practitioner rather than make a
grant to a studeént for education. The .government would expect to
receive services and the practitioners pogég;expect to provide,7ufon
request, any services they are qualified*to‘deliver. _These services
would be expected to be prov{iif atjagpfessional standafds of quality and.

4




~under regulations as to fees to be charged and othet/pro;&ual

matters established jointly by the profession, thelliéensure agencies, -
and the government. .

The aggregate cost to the government for the purchase of services
in any one year would depend upon how many of the new practitioners
chose to serve in underserved areas in that year. As indicated ear-
lier, the study staff believes that education costs in the future
will 'be so high that a large proportion of the students will borrow,
and that by the early 1980s a substantial percentage of new practitioners
will be rendering service in underserved areas. Some illustrative_as- ’
sumptions on the number of Practitioners who might be involved and
possible cost to the government are in the table that follows:

Iiable 14
" Estimated Cost to the Government for ,
The Purchase of ?odiatric‘uedical .
Services in Underserved Areas*

—1977 - 1985
| r~ —
' ! Number of Average Amount Amount of Loan| Total Repayment .
\\\\\\\ 'Practitioners |- Of Loan Debt Submitted For| (Cost to tffe
- I Who Might Per Practitioner RKepayment Per Government)
Year | Be:Involved " Involved " Practitioner |- Involved
|
1977 . 100 * $12,000 $ 4,000 $ 400,000 .
1978 150 15,000 ) 5,000 ’ 750,000
1979 2200 ' - 18,000 r 6,000 + 1,200,000
1980 300 21,000 7,000 2,100,000
. 1981 "~ 450 : 24,000 8,000 ‘3,600,000
1982 650 27,000 9,000 5,850,000
1983 900 ' 30,000 e ° 10,000 9,000,000
1984 1,200 : . 133,000 %1,000 13,200,000

1985 _ 1,500 36,000 12,000 18,000,000

* Based on the assumption that the Seeretary of Health, Educationm,
and Welfare will purchase services through the repaymeit "of loans
under the Health Professions Loan Program until 1981 and under
the Deferred Cost of Education Plan thereafter. o b

-~ -

The government's involvement in the guarantee of loans to studeuts
of podiatric medicine would require, of *course, much greater amounts
than the actual expenditures for service in any one year shown in

" Tablé 14. Some illustrative estimates of the aggregate amount of .

loan funds that might be required to be guaranteed for studemts of
‘ 3
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Table 15 .

Estimated Amount of Guaranteed Loans Required
" By Deferred Cost of Education Plan
For Students of Podiatric Medicine

1977 - 1983

podiatric medicine were 'made by the study staff, based upon assumptions
used elsewhere in this report on the number of students expected to be
enrolled in the future, the number of Students expected to borrow, and
the amount expected to be borrowed per student to meet educatien

costs. The figures are in the table that follows:

Academic
Year

Number of
Students
Enrolled
. for DPM
Degree

|} Average

N Tuition,
Average "’ Fees, Roon,
Tuition Board, and
and Fees Books

Cumulative Amount of Loans

Required ___
To Cover ~To Cover 100
100 Percent. Percent of
of Tuition Tuition, Fees,
and - Room, Board,
Fees and Books

1976-77

1977-78

1978-79

1979-80 '

. 1980-81

' 1981-82

1982-83

2,219
2,406
2,530
2,601
2,648
2,708

2,716

$ 4,000 $ 8,330
5,000 9,620 |
6,400 11,310
8,100 13,330

10,000 15,575

12,200 18,135
14,500 20,820 |

(In milMons of dollars)

s 8.9
20.9
37.1

- 58.2 -
"84.6
117.7 -

157.1

$ 18.5
41.6
70.2

104.

O

|

46,
195.2

251.7

($252 million), seems large
volved in the Health Profess

R

-é;urce: Estimates by the Academy study staff, December 1975.
. tA :

Although the amount of guaranteed loans required to cover 100
.percept of tuition and fees for the next seven' years ($157 millionm),
or 100 percent of the tuition and fees plus, room, board, and books
&coupari:son' to amounts previously in- —

s Student Loan Program, a more relevant
comparison is with the amounts involved in other government lending plans .
.designéd to surmount important barriers to educational opportunity.

. most comparable situstion is the Guaranteed Student Loan Program fdr under-
graduate students (see Appendix C). Started in 1966 and involving both

The




federal dnd state guarantee agencies, that’ﬁfogram had guaranteed
$8 billion of student loans made by banks and other lending institu-

tions by 1975 as shown in the table that follows: .

Table 16

Amount ef Loans Outstanding in the
Government Guaranteed Student Loan Program

. ' 1966 - 1975 - .
End of
Eiscal Year Amount
1966 . $ 77,000,000
1968 762,000, 000 |
1970 ° 2,288,000, 000
1972 ' 4,634,000,000 .
1974 . : 6,973,000, 000
1975 ¢ 8,020,000, 000

Source: U.S. Office of Education, September 1975.

The proposed loan program for students of podiatric medicine would
be only a fraction in size of the govermment's largest guaranteed loan.
program and would be unlikely, therefore, to be beyond the capacity of
the lenders who might be involved. >

6. How should students be involved in the operation of the deferred -
" 0ost of education plan? .

The study contract 1ndiéaced that a portion of the analysis under-
taken should include (a) "a consideration.of’ student involvement in
college administrative functions and the limitations of that involve-
_ment;" (b) "a program for financial counseling of students, if determined
necessary, as a result of implementing the plan;” and (c¢) "a procedure
for involving students in determining the amount of loans to be made.”

The plan proposed in this report would make it necessary for )
Congress to establish the general characteristics of the loans ‘to be

13
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made, designate an existing administrative agency to guatantee in-
dividual loans for the govefniment, indicate the institutions eligible
to make the loans, specify the amount of loans that might be made,
the interest rate and other terms of the loan, provide details of

the repayment mechanism, ‘and suthorize the designated ‘administrative
agericy to prepare and publish rules and regulations under, which the

. plan would operate.

_ Agency officials no doub(<nnﬂd ask the colleges of podiatric
medicine and their students for advice and counsel prior to the
publication of the rules and regulatigns, and certainly would invite
comments.on them between the time the preliminary version was prom-
ulgated and the final version went into effect. This is standard
government procedure. T

The standard procedure also would provide for~adequate participa-
tion by students. Students of podiatric medicine already have
established a natipnal student organization which has been functioning
and active for soue:y;ars, and is supported by and affiliated with
local student organizations on the campus of each college. These
groups are capab]}'spg;epresenting students in all discussiens or
policy-making ‘about -student loans, the administrative
arrangements or p dures with respect to loans or the operation of
the colleges, er determining the amount of loans to be made. No new
or further arrangements would be required.

A need does exist, however, for adgistonal student-ecunseling
and practice management. edy€ation’by the deolleges as discussed in
Appendix F. If the proposed loan plan is adopted, the tolleges
should undertake a comprehensive program of counseling activities
designed to help the students to. i

a) determine for .themselves beforg beginning the
. podiatric medical education program whether <
the amournt of time and moneyarequired to earn
the degree will be. a sound investment for their
future;

‘b) plan® an overall long-term financial program
based on their needs during college attendance
and their probable financial needs and earning

capacity after gradudtion; ° //,/”’f

-.c) make the best decisions possible during the
' period of professional education with regard
to the financiail emergencies or difficulties

that might arise;

N
-

d) make feasible plans for meeting after graduation
and residency the financial obligations incurred
during the professional education years;

-

Y .

v
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.
’ ) develop a thoroughly prepared plan for professional
N practice.
~ Im addition, colleges of podiatric medicine and the state and
nationa& professional associations of podiatrists should give increas-
ing attention to the students' future needs as practitioners by:
a) estébrishing continuing education courses on °~ ~
financial management and the management of a /
professional practice; o
. b) organizing cooperative arrangements designed to

help new practitioners find locally much of the .

professidnal and personal assistance, guidance,

and .advice they need among the people who live

. and work nearby, preferably in their own
communities;

c) organizing local seminars, forums, and professional
s, with ProéFams ai@edgat providing back-

groundion business pconomics, taxation,'management,
typical| problems of| finaMting profedsional practice,
,etc.,, ag§ part of prbgrams providing technical and
scientifiic information to the _profession.

1. Would the prop sed ‘plan be acceptable internally to the
colleges? \

-

L2

The study staff checked the plan proposed in this report from
‘time to time as it w developed with representdtives of the colleges
- and the students. Their reaction.was, and is expected to continue to
be, genetally favorable because of (a) the great need for funds by
the colleges, (b) the need for loan assistance by the students, and
" (¢) the lack of more at ractive altefE;iives.

Midway during the cqurse of the study the American Association
. Oof Colleges of Podiatric Medicine testified on health manpower
legislation before the Sub¢ommittee on Health of the Committee on
Labor and Public Welfare of the United States Senate, and recommended
the plan proposed in this report saying

We strongly recommend that the Senate Sub-

) committee ori Health adopt the approach °

. recommended here for new health manpower
-legislation. .

This would provide a mechanism for adequately
funding colleges of pudiatric medicine through
increased financial regponsibility by students

.

,» when they enter pﬂsctice, will enjoy ' e

R 1ncome levels among the\nation's highest. ’

B 79 4
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This plan, also recognizing fiscal constraints
facing government, would require virtually no
additional outlay of government funds unless )

it decided on a loan repayment aspect as a

means of ameliorating geographic maldistribution .
of podiatrists. .

This plan, also acceptable to students of
podiatric medicine, appears to us to provide
reasonable solutions for all parties’ concerned:
colleges, students, government, and, ultimately,
society a$ a whole.

The Association's statement was approved prior to its presenta-
‘all of the colleges of podiatric medicine and by the American
atry Students' Association. Subsequent to its presentation,
he statement received further circulation and was generally
endorsed. :

8. Would the program plan be accepteble externally, say, tb;pbtential
lenders or to educators in the health professions?
g

’

Dd;ing the study the staff discussed the proposed plan with
representatives of the Subcommittee on Student Loans of the American
Bankers Association and representatives of the United Student Aid
Funds, Inc., the largest priwvate guarantor of student loans in the
country. The persons contacted favored guaranteed loans to students
of podiatric medicine as long as the loans carry a competitive rate of
interest as proposed in this report. )

The potential lenders used the opportunity to observe that
previous government loan plans did not carry competitive rates of .
interest and had to, be supplemented by payments made under special
legislation. On many occasions, the return was not adequate to com—
pensate the lender for the cost of money, the administrative activities,
and the risk.

§

. The study staff and the Association also:discussed the plan with
representatives of other health professions educational groups.
Representatives of the medicine, osteopathjc medicine, and dentistry
professions preferred the plan being proposed for them. by the
Administration which included continued capitation and a favorable
lending program. In response to reservations about the plan expressed
by the Association of American Medical Colleges, the American Association
of Colleges of Podiatric Medicine replied ' ‘

We .¢an agree with many of tHﬁ regervations which
you have about this program. We share those .
reservations and have our fingers crossed about
the ultimate outcome should the program be Jmple-
mented.




Perhaps what you don't understand is the
extent of our dire needs, both for the col-
leges and the students. Were the community of
medical colleges to have the degree of financial
-need which colleges of podiatric medieine cur-
rently experience, perhaps you too would be
‘sticking your neck out in a despera*e attempt
to resolve the dilemma. As two examples, not
. very low, it is threatened with a three-year
‘ pnase out, and podiatry students, although
eligible, currently are not receiving National
+ Health Service Corps scholarships.

e 9:——Boes—the—proposedgp;an involve any‘unique_legai“prnblens? ' .

/F The - stu&y contract indicated that a portion of the analysis
undertaken by ‘the staff should include a consideration’ of the legal
problems that might arise in conpection with the establishmenrt or
the regular opefetion of the plan.

-

As indicated Earlier, the plan proposed in this report closely

. follows the pattern'of other student loan programs established by
the Federal Governmen; The rules and regulations promulgated for

' these plans clearly span the broad range of the Federal Government's
legal interests. Federal agencies have, for example, already
examined the legal implications of and surmounted the obstacles
involved in federal guarantees of loans to students of podiatric
medicine, federal arrangements for students tojserve in underserved
areas in return for loan repayment by the Secretary. of Health,
Kducation, and Welfare, federal determination of the terms, conditions,
and procedures under which the loans are to be made, the interest rate
to be charged, the collection terms, default determination, etc. . o

In the study staff's opinion, the proposed plan does not include
any new provisions for which a special analysis is required of the
legal implications for the Federal*Gover ent.

]

However, legal problems may arise in some states where the usury - |
laws' may prevent the making of loans for the period proposed in the
plan in this report at an interest rate equivalent to the three-months
Treasury bill rate plus three percent. The laws that govern lending and
jnterest rates and the determipation of what constitutes usury differ
id each®f the fifty states. Variations also exist with respect to
. the specific categories of loans that may be involved; for example,
| the laws are different with respelt- to small loans, installment loans,
automobile loans, cqommercial loans, mortgage loans, etc. (see

Appendix H for further details). Coe——
’

[c Vs D L
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,10. What would- happen if appropriations for loan repayments were
_inadequate to cover the outstanding . debts of’ thosé new
practitioners -who wished to provide service under their
contracts with the government?

[

If appropriations were inadequate to cover the repayment of all or
a portion of the debts of those who wished to serve in underserved
areas, ‘the Secretary of Health, Education, and Welfare would have to
establish a priority 1ist. This lisz could establish priorities with
respect to either (a) the classes of students who would be allowed
to provide servige, or (b) the underserved areas which would be pro-
vided service first, or (c) the maximum amount that could be considered
for repayment for any individual student. '

Inadequate appropriations might also require the extensiom of
the maturities for the refinancing of the debts of those to whom the
option of repayment foriservice were denied. Few new practitioners
would be able to repay their obligations in cash within three years
after the completion of their residenties, but they might be able to
manage repayment quige adequately if the maturities were spread over.
15 to 20 years. .

The Deferred Cost of Education Plan proposed in_ this report y
assumes that Congress will recognize the need for providing podiatric
medical service in underserved areas and will authorize the Secretary

- 6f Health, Education, and Welfare to make the necessary arrangements.
Obviously, no session of Congress sitting during the next year or two
could commit the actions of a—-session of Congress‘five to ten years .
hence. Nevertheless, the study staff believes that Congress will-
note that podiatric medical services are required in many underserved
areas in this country; and that the proposed plan would provide a
mechanism for obtaining and providing those services in adequate
quantity and of high quality within a foreseeable period of time.
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. . . 1v. Alternative Plans’ ’

‘ L4 - . .
“/ » . L A - . .
. . e

The studylstaﬁf~prepared four alternative. deferred cost of ’ \
‘be ‘consiidered in Ehé event that tHe pldn
proposed in Chapter, ITI of this report was 'not implemgn;ed.- e
Alternative plan #1 would bé to establish @' revolving student
loan fuhd with a private guarantor organiggtion (such-as United Student .
Aid Funds, Inc.). A College Security- Fund would be created as a
nancial base to secure from lending institutions as much as ten times ,
the amount &f the fund in student loans. The Federal Government would .
provide.in lieu of capita - grants startup funds totaling say, $7
million over five years, which wotld make available $70 million in
student loans (assuming that the security fund could generate ten
times its amount in student'loans)} ‘ o

‘Alterndtive plan4#2 is nearly the same as alternative plan #1 ., .
with the principal exception that the College Security Fund would" be

.Established with contributions from private donors, foundations, state .

governments; and funds from the internal operations of the colleges. *
» ‘ ? .

. Alternative plan #3 would be to amend the present Guaranteed \
Student Loan Program with respecg,to health professions students as
follows: (1) raise the borrowing limit to $25,000 (from the $10,000 )
now existing, which includes lgans incurred for undergraduate educa- .
tion) # (2) raise the maximum rate of interest chargeable to students
from seven percent to eight percent; (3) increase from three percent ,
to four percent the maximum amount of the special allowance paid by -
the U.S. Treasury as a partial interest subsidy on guaranteed student
loans; and (4) extend the grace period to three years (from the exist-
ing one yean period after the borrower ceases to be a full-time student)
in order to allow enough time forirésidency training and establishment
of a practice. 4 : , . o

Alternative plan #4 would* be to expand the existing Health

Professions Student Loan Program as follows: (1) raise thé borrowing -
limit to a maximym of $7,000 per academic year, -or the amount ,'of
financial need, thcheverfis less; (2). liberalize suhstantialiy the
needs fotmula; (3) sincrease the grace period until three years after «
graduation or the student ceases to be enrolled full-time; and (4) 5.
establish the program as an entitlement to be funded each yeaf in
the aggregate amount necegsary to cover the loan Tequirements of all - . -\ﬁ
the students according to their needd as determined by the needs '

analysis formula. . . e

L] ’ L3

-

ol - . :
" Each of these alternatives-is a viable plan. - Any one gf them '
would serve as a major step toward sodving the problem of .financing
podiatric medical education because each one meets the_bas{c objectives .
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of a deferred cost plan by permitting:

.

e . the cplleges to increase tuifion‘enough to obtain
a stable financial basis for current operations

;‘Q‘ and to plan and mpibipnt needed improvements in
progrdm quality wdth Mess dependence upon federal , -
financing; : .
e the students to obtain a substantial increase in - ‘ s

funds to finance their educational costs;

e the government to obtain a substantial increase K
in the health care services provided by podiatrists .
in underserved areas (because more graduates would
. be 1nﬂgced to practice in those areas as a result
\ of the increased-amount of borrowing available which
would be repaid by the Secretary of Health, Education,
and Welfare for services rendered). / '

ot s i

However, in the opinion of the” Association, the anel,'and gﬁ%

. Sstudy staff, the plan recommended in Chapter III offers a more .

effective solution td the problems of financing podiatric medical
education and. is, therefore, the one recqommend ed qu/adopgioq.

/
. Furthér Details A '

The implé;entation of the recommended new f nancing plan, as
noted in Chaptef III, would réquire a number of actions by various
groups, including Congress, appropriate Federal Government agencies,
United Student Aid Funds, Inc., the Student Loan Marketing Association,
the colleges of podiatric medicine, and perhaps others. However, the
failure of any of these groups to take the required actions should,
not be allowed to become an obstacle that would block the implementa-
tion of a needed new financing plan.

Many alternatives for financing podiatric medical education
were considered by the study staff as it proceeded to develop a plan.
Some were rejected aglundesirable, inadequate, or unworkable, or
unlikely to be acceptable by the parties to be involved, i.e.,
government, lending institutions, the students, the profession, etc.
In this section tKe four workable alternative plans are presented
and discussed and compared with the plan recommended in Chapter 11r. " /
: *-Some duplication in the descriptions of each of the plans hasg
" been included- in the discussion in order to provide compléte informa-
tion on each plan.’ * P . ‘ o '

L]
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* Alternative plan #1 for financing podiatric
medical education -

follows:‘ ) . ‘

1)

2)

3)

4)

'5)

6)

+ tion. The notes would bear a rate of interest that would make

Q

The essential characteristics of alternative plan #i are as

Federal legislation would be enacted to provide $7 million “over

a period of five years, in lieu of capitat%;n~grants, to enable

the colleges of podiatric medicine to esta ish a perpetual

student loan fund. The funds would be deposited with a private
"guarantor” organization (such as United Student Aid Funds, Inc.)

to create .a College Security Fund that would make available

$70 million in student tbans. That amount would allocated

pro rata according o éf%ollmene to each of the colleges for .o
loans to its students. . ,

L

-

&

Under this plan, every student enroiled in a college of podiatric
« medicine for a doctoral (DPM) degree wpuld‘be eligible to borrow

each semester an amount equal.to the cost of tuition and fees.
However, if the amount available in the College Security Fund
were less than the amount of loans required in any semester,
loans would be made first to needy students in the order ‘of
their highest priority. - «

The lender wopli,be groupé'qf banks or.insurance companies
whose funds wo6uld be administered through United- Student ‘Aid .
Funds, Inq¢4 or a similar independent organization. )

¥ . ) L

The amoqﬁts borrowed would bé evidenced by notes signed by the
student and by the authérized official of the guarantor organiza-

the loans compefitive with other’investment opportunities of

the lender (say, the three-mopths U.S. Treasury bill rate plus 4~
three 'percent) plus charges for life and disability insurance. ’
A fee equal to one-half of one percent of the outstanding
principal balance of each loan would be tharged to establish

a guarantee fund in the name of each coflege to cover defaults

by its students. In the event and to the extent that payments
on defaulted loans from the guarantee fund exceeded the amount

of the fund, payment of defaulted loans would be coveged by

the College Security Fund. Each college would be responsible

for replacing any funds used in this manner. ‘

The principgl of the notes plus the aceumulated cost of insurance,
guarantee fees, and aCurued intergst would be payable in 20 equal
annual installmenys beginning at the énd of the first year after
the student receives the DPM degree, \ceases to be a'full-time
student, or completes an accredited pbstgraduafe education

' program inciwding residencies. / .

v . 5 ’
‘ A T L
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* '
7) The Federal Government would provide, through the existing program
" of agreements with the Secretary of Health, Educatiop, and Welfare,
opportunities for graduates to serve in shortage areas, and to '
have up to 85 percent of their loans repaid by .the Federal
Government for three consecutive years of service. These programs
would continue to be offéred at the option of the Secretary.

: 8) The notes signed by the student would*be accompanied by a life
* and-disability insurance policy equal to the face amount of the

loan outstanding plus‘the ac®™ffulated interest, cost of insurance,

. and service fee. - s

9) The student would be entitled to repay in cash any part or the
full amount of the notes and the accumulated charges and interest .
with no penalty fon prepayment. )

10) The amount deposited in the College Security Fund by the U.S.
Government would be a loan in perpetuity as long as the plan
was continued, but would be refunded to the government in the
event the plan was abandoned and the funds were no longer re-
quired as reserves for outstanding loans. Unused funds rémaining

+ 1in the guarantee fund of each college would be contributed to the
college when no longer required for guarantee of oytstanding loans.

11) Earnings from interest on the amounts deposited in the College-
Security Fund would be used to cover the adm1nistrabive costs
‘of operating the loan program. T . &

12) Deferment of payment could be drranged at the discretion of the
lending institution and Unjted Student Aid Funds, Inc. for periods

of active military service, service in ACTION, Peace Corps, VISTA,

‘ or the National Health Service Corps. Alternatively, Congress:
Lould Ehoose,;o qualify such service for repayment of the loans .
by the Federal Government in a manner similar to the provisions
for practicing in a shortage area.

s
.

'13) Congregg-could provide for repdyment of loans in extreme hard- . 'j

. ship cases (such as a student from a low-income or disadvantaged °
family -who ‘failed to complete the podiatric‘ﬁedical education
program, was.in exceptionally needy circumstances, and could not
be expected*to resume study wifhin three years).. *

*
.

Alternative plan #1 is based on'a number of assumptions, some of
which, if cortect, would make it acceptable as an alternative to- the
plan reepqmende& i Chapter JIT. The assumptions are as follows:

1) fhe -Federal Government woulé‘prefer not to expand J
its commitient to pay, for podiatric medical services
in finderserved area¥ beyond the scope of ,the provisions

// o existing -law. ' "

‘ .
! L4 .
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N 2) The Epderal Govermment would prefer not to be involved
) in student loan guarantees.

3) * The Pederal Government would be willing‘to provide the
start-up funds in lieu of eapitation grants, despite:
proposed plans farphasing out capitatiom grants.

4) The boards and presidents of the colleges of podiatric
medicine would be willing to forego the chances of
. " obtaining continuous capitation grants over the next’
) five or more years{' : ] . e
5) Lenders would make available the nec€ssary loan funds
on the principle that the College Security Fund would
provide adequate security for a total loan volume.ten
times the.amouqt“oflthe*Fund.' . ‘ .

6} The United Studént Aid Funds, Inc. would agree <o
\, . . . N ,’}
This.plan is modeled after an existing loan pragram (the graduate
and Professional School Loan Program) which United Student Aig Funds,
Inc. has implemented dnd operated successfully for .the’past three . -
years. 'In 1975, the Graduate and Prgfessional School Loan ErOgram
provided $7.3 million in mew lpans to students of wmedical, denmtal,
:law, and graduate business sc ols.* T - :
. If the United Student Aid Fubds, Inc. were to follow the practice
that it has already established for those students, the amoind depdsited
, in the proposed College Security Fund would support ten .times the face
" amount’ in student loaps. The $7 million'deposited ad security'on .
this basis would make availabte as much as $70 million in student losus.
. That amount,- when added to existing sources of financing. (government
sponsored loans, private loanms, etc.}, should be adequate to 'meet the
needs of most of the students over the.next five years. :

—

The disadvantages of alternative plan #1 which would make it less
, effective than thg plan redmendéd 1in Chapter III are as follows:™ .,

) \ \ ¢ . - " '/__‘
‘ «1) The opportunity for graduates to have their education . .
5 debts repaid by the Federal Government im return for - = '~

serving in underserved aréas 1s less certain. Mamy ~

students might, of c0grse,‘Ehoose to enter into an

O agreement with the Secretary of Health, Educationm, 4
' and Welfare, within the existing provisions of the law,

to have up.to 85 percent of their loans repaid by

the government in return for three years of profeg-

.. sional praétice in a’'shortage area. There is, however;

- . c. e
* 1o Jenuary 1976, however, the United Student Aid Funds,fInc. advised
. potentfal participants that the program was being cartailed due .
. ‘to a drastil reduction in loan fund commitments by its ipgl- _
- lendet and was facing terminAtion ultimately if new sourles of loan - - -
funds couldinot be arranged with lending institutions. -~ ™ ST
. . . .

- .
. 4 e . .
. I

)
: o
';Eé; participate the proposed plan. , o -

o



- : . * np assurance’ that: this option. will continue to be )
available, particularl as the amount of borrowing - .
« ", increases and more students begin to- exercise the ‘
) ’option to have their education débts repaid by the
) govermment.  Withaut such an opportunity the debt. . -
. - - obligation could be too grear for some 'gra&uates'tp \-\ ) Y * :
s manage in private pt_"actice. oL '
- e / N . .
2) The total amount bf available loan funds would be, - - S
« less and wosid likely have to be apportioned among, T .
| the,students bajed to -some extent on need. = e g T
i - . r;_} = »‘q_-‘ . =~ W‘S‘ i
i 3) Federal funds proviaep for esq.abushmg the- College “r"_; Tt e ~",
’ ’ Security Pund would_Be' Buf(%:.:lent only _ for the Firat " "~ "y o~ ‘.
. P five years pof operatwm "of the ?‘ogran Continuation pR
.~ of the’program would depend dn.fufther cypitalization
, ¥  of the College Securdty Fynd until ft became a-self-o g
" .+ sufffclemt revolving fund, St ‘o - ¥

- < . 3

/ -, +4)- Lenders might not bg willing to pr;vide as much as L N
”\ . ten .times the College Security Pund in lendable -
.1 funds. . . Z' . ; ) S
g To partiall‘y offset some of these disadvantages, 4n optional ~ . '3
. feature cpuld be ineorporated in the plan to permit’the colleges to

) agsfer funds advanced for the Health Professfons tean Program and , N -
: the National Direct Studest Loan,Rrogram to the €ollege Security ' .
" Pund.. The aggregate ampunt of such funds advanced to the colleges

e . and'now on deposit or receivable f students is sbre than $3 milliom.
* In futute\ziars, assuming the Health Proféssions Loan Program would
’W\" ~._be continued at Present - levels, more \than $1 million could be added

to.the College Security Pund each year. .

' ’ g
The optional feature would provide a more effe¢tive use of federal
’ funds than at present. The amount;of funds now proyided as capitation- = —
grants (and Health Professions Loan fundg if the opfional ‘feature "
wexe included) would be mltiplied tenfo& as the funds available to RN
students as loans. ' .
¢ - .
A.ltemtive plan #2 for financing
podiatric led:lcal educition ' .

. 'l'hh plan in nearly identical with alternative plan #1 except

that the College Security Fund would be established with amounts v
raised from prIVate donors, toundat:lons, state -governments, and from

internal operatiops of the colleges rather than fton the. Pederal

Covernnent .
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The disadvght#ée‘bf this plan is the uncertainty about whether an

Nevertheless, the plan is noted-as an alternative in the event no
action is taken by the Federal Government to assist in establishing
the-plan recommended in.this report. - - ) \

federal fufds mdtched by funds raised by the colleges, thereby helping
to assure thée~provision of an adequate amouht of cap%;al.,

..‘ St - .' . l T
J;?ffijgggiary of alternative plan #2 follows:

@ . .

Al;e@:i plans #1 and #2 could, in fact, be combined,\lrith the

1) Funds‘qpuld be raised from private donors, foundatioms,
.  State governments, and from internal operations of the
e liéges of podiatric medicine t establish a revolving
- — etudent loan fund. The amount raised, say $5 million
_~ over a period of time, would be deposited with a private
“guarantor" organization (such as United Student Aid
Punds, Inc.) to create a College Security Fund that
would make available $50 million in student loans.
That amount would be allocated, pro rata according to
enrollment, to eacr af the colleges for loans to its

students.

-

* 2) VUnder this ﬁlan, every student enrolled in a college of
podiatric medicine for a doctoral (DPM) degree would be
eligible to borrow each semester an amount equal to the -~
cost of tuition and fees. However, if the amount ‘
available in the College-Security Fund'were less than
‘the total amount of loans requested in any semester,
the loans made to each student.would be reduced pre -
rata. ‘ . ,
pa-1-3 . y

_3) The, lendet would be groups of banks or insurance c anies
whose funds would be ‘administered through.United Student
Aid Funds, Imc., or a similar independent organizatiog.

° . \
4) The amourts borrowed would be evidenced by notesssigned |
by the student and by the authorized offdcial of the f
guarantor organization. The notes wouid bear a rate of
interest that would make the loans competitive with
other jnvestment opportuhities of the lender (say the
three-months U.S. Treasury bill rate plus three percent),
plus charges for life and disability insurance. f
5) A fee equal to one-half of ome percent of the outstanding
principal balance of each loan would be charged .to es-
tablish a guarantee fund in the name of each college to
cover defsults by its studeants. 1In the event and to the
extent that pa ts on defaulted loans from the

89
A

adequgte amount of .money could be raised from those alternative sources.

6o
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. - guarantee fund exceeded the amount of the fund, payment °

? of defaulted loans would be covered by the College Security
Fund. Each college would be responsible for replacing any .
‘X ’ l funds used in this manner. e

“ 6) The principal.of the notes plus ithe accumulated cost of
. insurance and guarantee fees and\accrued interest would
be payablejin 20 equal instal ts beginning at the
end of the first year after the student receives the
DPM degree, ceases to be a full-t student, or com-
. pletes an accredited postgraduate education program
which includes residencies.
/_‘—' *
7) The Federal Govermment would provide, through the existing
) program of agreements with the Secretary of Health,
Education, and Welfare, opportunities for graduates to -
serve in a' shortage area, and to have up to 85 ggréént”
of their loans repaid by the Federal Government for
- three consecutive years of service. These programs
would continut to be offered at the option of the
Secretary of Health, Education; and Welfare.

c
. .

8) The notes signed by the student would be accompanied by . .
. @ life and disability insyrance policy, the face amount >
: of which would equal the amount of the loan, plus ac~-

cumulated interest, cost of insurance, and service fee. .

9) The student would be entitled to repay in cash any -
part or the full amount ¢f the notes and the accumulated N
charges and interest with no penalty for prepayment.

10) 1In the event that the plan Nere abandoned, any amount . . '
in the College Security Pund\pot required for secuking. - “
outstanding loans would be returned to the colleges pro
rata according to the amount eriginally raised by each o

college. A gift of the pro rata amount of the fuads

) . raised otherwise would be made to the Fund for Podiatry

) Education and Resgarch. Unused funds remaining in each
college's guarantee fumd would be contributed to thq
college when no longer required for guarantee of out-

standing loans . N , \\\
) ) éLrnings from interest on the amounts depbsited in the ‘\\
-College Security Fund would be used' to cover the ad- g

mipistrative costs of operating the loan program.

-

». 12) Deferment of payment could be arranged at'the discretion i

. of the lending inptitlition and United Student Aid Runds,
.~ 1Imc. for periods pf active military service, service in ,
" e e ACTION,. Peace Corps, VISTA, or -the National Health, . .

S - - Service Corps. Alternatively, Congress could to -
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qualify such service for repayment of the loans by the
Fedaral Government in a manner similar to the provisions
for practicing in a shortage area. -

13) Congress could provide for repayment of loans in extreme
hardship cases (such as a student from a low-income or
4 disadvantaged family who failed to complete the podiatric
medical education program, was in exceptionally nee@y N
circumstances, and could not be expected to resume study

within three years). ////

Alternative plan #3 for financing ,'///i
podiatric medical education v//

. This plan would amend the present Guaranteed Student Loan Program
in such a way that the needs of podiatric medical students would be
adequately met. The major advantage would be to avoid creating a

new program specifically for podiatric medical éducation by ;amending
existing legislation so that other health profession students also
might benefit. A summary of the plan follows: ' .

1) Federal legislation would be enacted -te—amend the
Guaranteed Student Loan Program with respect to
health professions students as follows: (a) raise
the borrowing limit to $25,000 (from the $10,000
now existing, which includes loans incurred for
undergraduate education); (b) raise the maximum
rate of interest chargeable to students to eight
percent (from the present seven percent); (c) v
increase the special allowance (serving as a
partial interest subsidy) paid by the U.S.
Treasury on Guaranteed Student Loans from the g
present maximum of three percent to a max trfum
of four percent; and (d) extend the grame period
to three years (from the existing one year after
. the borrower ceases to be a full-time student)
in order to allow enough time for residency
.training and..establishing practice.

2) Under this plan, every student enrolled in a college

of podiatric medicine for a doctoral (DPM) degree '

.could borrow ‘each year up to $5,000 to.defray all

or a part of the cost of professional education.
. 3) The lenders would be individual banks and other . \\\\
) eligible lending institutions according to the .
. _ provisions of the present Guaranteed Student Loan

Program. :




signed by the students and insured by th¢/ Pederal ' _
Government after having bgen guaranteed by a state
agency or an independent ponprofit organization such
as United Student Aid ds, Inc. The notes would
bear eight percent interest to be f::g/gx,ehe student
which would be supplemented (up to T percent, in

addition) by the U.S. Trea T ot

4) The amounts borrowed would be evidenced? notes

The principal of the notes would be payable in equal
monthly installment3 over 'a period of five to ten
years. beginning at the end ofvthe grace perieod.

.The Federal Government would provide ough the: '’

." existing program of agreements with the Secretary
of Health, Education, and/Wélfare, opportunities for
graduates to serve in a shortage area and to have up
to 85 pexcent of their loans repaid By the Federal
.Government for ‘three consecutive years of servige.
These opportunities would c‘ytinue to be. offere& at
the option of the Secretary of Health, Education, and
Welfare. 2 . .
The interest on the notes would| be payable by the
student as it accrues:. However borrowers with ad-
justed family dncome of 'less than $15, 600 would - -pay
only the interest on the first $2,000 of the loan
amount until the repayment period began. Thereafter,.
-students would be responsible for paying interest N
charge¥ on the full amount of the toan. -

8 q;he4student'would be entitled ay in.sth‘any
partior the full amount e notes without penalty
for epayment. ~ .

Eﬁ;;;;;/premium amounting to no more than one
percent of the total loan amount outstarding each
year ‘'would be collected in advance by the. lender
from. the borrower under gugranteed programs of
state ﬁgencies or private organizations.

Full cancellation of a borrower's unpaid loan balance
would be’ allowed for: YQ\\\\ f .

'

e ‘death .
e permanen¢ and totax disabilit
. ® bankruptey.

PO
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e coyld be deferred and no
e during periods of: )
% \

Corps, or VISTA (up to three years)

2 L
e service in the Armed Forces, Peace
ible

‘e full-time study at an eli
school. \
\ ' .

The plan would be an acceptable alternativebecause it would
provide enough money for the colleges of podiatri: medicine to imple-
ment the deferred cost concept. It would not, however, be as effective
as the plan recommended in Chapter III because: \

e ~The maximum amount a student could borrow would be
less;ZKan in the proposed plan, and might not be
suffifient to’ permit some students to cover their

education costs (for example,” those:who have ‘inade-
quaté funds from other sources). Fur;hermore; as
costs ride each year the loan ceilings would become
more restrictive. (An additional feature could be
included in the amended Guaraﬁ;;iQ/Student Loan

Program to provide for gutomatic/review of the loan
_deilings at least as often as once every three years
and revision upward as necessary to cover increased
levels of cost.) ’ ’ '
b - . :
The opportunity for é;aduates to have their education
debts repaid -by providing services in shortage areas’
is less certain; the debt obligatiom could be too -
heavy, for some students to manage by cash repayments. .

No additional provisions are made to reduce the risk _
of default and no funds are provided specifica*ly for
the cost/ of -administering the program. (Although _
~defaults among graduates in podiatric medicine are
not expected to be a serious problem, added safe-
guards might be appropriate in view of the current-
criticism of the Guaranteed Student Loan Program's

-~

rate of\default.) - . -

>

e -Some costs to the government (e.g., interest subsidy) -
would continue to be related to education rather than
directly to provision of medical services tq the

‘public. 7 . '

<
:




Alternative plan #4 for financing
podiatric medlcal education

This plaﬁ/glsu offers an alternative to creating a new program ;
specifically for podiatric medical education by amending the existing
Health Professions Loan Program. The needs of the students and col-
-leges of podiatyic medicine could be adequately met. Other health
professions would benefit as well if that program were amended as
proposed' A summary of the plan follows:

1) Federal legislation would be enacted to (a) raise
: the borrowing limit under the Health Professions
Stddent Loan Program to a maximum of $7,000 per
academic year, or the apodnt of financial need,
whichever is less; (b)fliberalize subqtantially
* _ , the needs formula; (c): increase the grace period
until.three years after graduation or the student
ceases to be enrolled full-time; and (d) establish
the program as an entitlement to be funded each
year in the aggregate amount necessary to cover .
the ioan reqULrements of all the-students accord-
. ing to their needs as determined by the needs )
analysis formula. e S
Students enrolled in a college of podiatric medic1ne
for a doctoral (DPM) degree who are in need (as
determined by the needs analysis formula) would be '
entitled to borrow for professional educationw ex-
penses each academic year.

The iééﬂers would be théd five colleges -of podiatric

—‘\

2)

3)
medic who ‘would be required to provide one-ninth
of the federal allotment in’ matching funds.

4) The ampﬁnts borrowed would be evidenced by notes

. . signed by the student, bearing a three percent rate
o£'interest.
1

5) The principal of the notes would be payable _over ten
‘ years in equal or graduated annual installments
/ . beginning at the ‘end of the grace period.

O {

%) The Federal Government would provide through the
, existing program -of - agreements with the Secretary
of ‘Health, Education, and Welfare, opportunities T .
for gtaduates to serve in shortage areas, and to
& ‘have up to 85 percent of their loans repaid by the
Federal Government for three consecutive years of
service. . These opportunjties would continue to be
] offered at the option of ¥he Secrétary of Health,
Educatidn, and Welfare. . . o .




7) The Federal Government would waive interest payments
until the grace period had ended and during periods
of deferment. .

8) ‘The student would be entitled to repay in_éash any V -
part of the full amount of the notes with no penalty
for prepayment. .

9). Students who failed to, complete their health profes-
sions studies™could have their outstanding loans repaid
by the Secretary of Health, Education, and Welfare if
they: (1) were in exceptionally needy circumstances,
(2) were from a low-income or disadvantaged family,
and (3) could not be expected to resume study within
two years. :

10) Full cancellation of a borrower's unpaid loan balance
would be allowed for:
e death ) > ~ ’ i Lt
e permanent and totai‘disab}lity . : -

e bankruptcy.

11)° Repayment.ofigﬁéuégs due could be deferred durifig peripds
when the borrower:--  , - - '
— LT E g . -

-, - . Fe

- T L I4
e reentered (within the grace period) an , .
eligible*health professions school for : 3

/‘ full-time study;

e performed full-time, active duty in the
Armed Forces, National Ocean Survey, or
U.S. Public Health Service, or served ast
a volunteer under the Peace Corps Act
{up to three years); or, - o,

e pursued advanced professional training of -
at least one academic year beyond the first
) professional degree, including internships
. and residencies. :

The Health Professions lLoan Program, if revised as proposed above, . ,
would serve as an effective means of "financing podiatric medical
eduction. However,' the amount of the financing needed might make
this plan unacceptable to the Federal Government. The plan would
require a substantial increase in federal appropriations annually
for several years, to provide fully the amount of loan funde needed
for students in podiatric meditine and other health professions.

- L . ”

l
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?urthermore, this plan would involve a far less productive use
of capital than alternative plan #1. One-tenth of the amount of
federal funds needed to establish plan #4. could achieve the same
result by establishing the College Security Fund’as proposed in
alternative plan #1.

There is no assurance either that the colleges woulglbe'able
to raise the amount of funds needed to meet the one-ninth matching
requirement in this plan. In this regard the plan is no better than

alternative plan #2 which would have the colleges raise- .one~tenth -
of the total amgount of loan funds needed but would require no, federal .- .
' funds. =
Plan #4, compared to the recommended plan, also would have ;

several of the disadvantages noted previously for the other alterna-
tive plans. that is: '

.
L J

e federal funds woﬂ/; continue to be focused on educg~ - =
) tion rather than directly on “the provision of health 1 PL .
- ‘care for the public; ) t i - ’b
] /fﬁe Federal Government would continue to assume the P e
. potential cost of defaults; g ] o
¢ no furds would be provided for administering the . L
program. (The program would continue te be admin- ’ :
’ ' Ystered by the colleges which have neither ad@quate -
" staff nor experience for the initiation, follow-up, . o
’ and collection of loans); . .
e provisions for, graduates to have a:substantial part )
. of their education’'debts repaid by .the goyernment - ) - .
s by ‘agreeing to serve in shortage areage#ould be ) .
’* . less certain; ) , :
g e the loan ceilings would be Substantia}ly lower than
the students' full cost of education and would become
more restrictive as costs rose'iq)the futyre. “\ vt
Furthermore, this plan would serve only those stydents who could
demonstrate need. Althgugh the needs analysis formula_would be sub- *
. stantially liberalized, many students could be expected to have . ) '
borrowing needs that would not be met. . . - .
.However, studénts who qualified for loanSuundergthi‘ plan would
realize a substantial benefdt in reduced 1ntere$t expense. - Loans
under this plan would accrue no interest during,the school years or
periods of deferment for residencies, internships, adﬁanced“profes-
- sional education, military service, etc. Thé rate of ifterest ac-, '
. cruing during the repayment period wbuld be only three percent per ’ o
3 annum. . , n‘ ‘. - o




Comparisan of alternafive plans .

The chart in Appendgg L Summarizgs and compares the alternative
plans with the plan recommended in ‘this report.
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<\\‘ Appendix A’ i
v ¢ . . [ 8

Long-Range Planning P;ojections for the Five
Private Colleges of Podiatric Medicine )
~--- prepared by the Academy's Staff s R
’ December 1975 ) , ‘ .

—

o

. -, For a numbér of &ea}s the five private colleges of podiatric

. medicine have included projections of their enrollments, graduates,
incomes, expenditures, student-aid needs’, etc., in the statf%tical

~ ~———~backup for proposals for various types of fimancial support. These

-

" projections provided the Academy's study staff with a quick insight °
* . intp the situation at each of the colleges inyolved. The study staff -
foynd, havever, that

[

e Each of \the projections was made for a .
- special purpose and was based on assump-
tions related primarily to that purpose.
e "No consistent pattern was followed by the
? various colleges with re'spect to the
assumptions made or the period of time
cbvered; as a result the data prepared by
each ‘college could not be’combined into
’/$v " totals for all the colIé:es. . . . - -

- .

~ e Past projectioné are now obsolete because
: / of changing circumstancesj neither the .,
Zssumptions made nor the figdres reported .
nave been, updated. : . .

o
(x4 2

' A new set of longqxéngé planﬁing projections
. ‘\wg§_requiged for the present study. ° .
,Aécpr&ingly, during the .period prior to the pre ration of this ~
report, the Academy, staff asked the colleges to providé historical
data and to make suggesti#ns on the basis of a uniform set of
assumptions for projectionswto 1983. The data were. thén combined
- and were used by the staff as a portion of/ the background for making,

» S thé Academy's own projections. , o
' rm .. . » T - A\ . .
, ,  In making the projectfons, the staff ubed assumptions that were

easonable in the light of the present and prospective state of the
tional ecosomy, the need for well-trained professional personnel in
atri dicine, 4nd the objectives and future plans of each of
leges as submitted tocand evaluated by the staff. The staff
made the final decisions on assumptions and projections with the
approval of.the/Advisorg Panel and takes the/j?&ire regppnsib11¢t§
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for the projections which follow. The 'estimates for the academic
. years 1976 to 4983 are to be regarded as the "Academy projections
based on Academy assumptions,' and, therefore, not those of the
individual colleges or of the American Association of Golleges of R
Podiatric Medicine. . B I

0f course, no one can guarantee the validity of -the assumptions
- which were utilized for these projections. Only time will tell how
s reasonable they are.” Modifications are to be expected in the years
ahedd as circumstances change and the data are updated.
“ 3 . .
' ;/77 Briefly, the progections assumed that by 1982-83 the objectives .
//" of the five colleges would be the following:

k4
@ ) @

A 1) to enroll a total of 2, 834 degree-credit students;
(4 -
2) to teach an average faculty compensation that is . oo
. within 90 percen‘the average compensation of oo )
N medical college ty: and . ! '
3 ' - -
. ) 3)' to be able to charge a tufition rate adequate to '
- balance the budget at each college after first . .
estimating ‘total expenditures, and then estimatingt o
all other sources of revenue. . .
. . A summary of net expendituref’per stpdent as prdjected by the ';‘
- ) 'staff to 1982-83 and the gverage tuition and fees per student re- v
* quired to meet these expenditures are as follows: ‘e . '




¥
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Table 17

1970 - 1983

~

Number of Students, Net Expgnditures Eéf Student;
and Average Tuition and Fees Per Student at
Colleggs”of'P0¢iatri; Medicine '

¢

K

T - Number of
;,A Degree
yradenic Credit
rhYear

"Students

Nei-;xpenditure‘
Per Student
By the Colleges

kel

/

! Average Tuition
" " and Fees
Per Student

R4

L)
- Percentage
- Increase

Amount Over 1974-75

*

' Increase
Over 1974-W5r

—

Percentage

-

-

&iscontinued, as the Secretary o

. has proposed.

.» Eight tables that s
*colleges and, the projecti
8: Assumptions; -Tal

Data; Table 21:
Operating Expenditures; Table
and Other. Capital Expenditures;
Further In

table
Facult

and Table 25:

v

Data

’

23: Data.on Physi
Table 24: Data  on Assets and Liabilities;

formation on Student Aid.

f Health,‘}-:d,ucation, and Welfare

ummarize the historigal data assembled from the
ong made by the Academy staff follow. They are:
ble 19: Student and Degree Data; Table 20:

on Operating Revenues; Table 22: Data on

cal Plant Conmstruction

Actual s .
1969-70 _ < 1,095 $3,401 -- .$1,366 - --
1974-75 1,849 6,362 .- , 3,014, --

Projected , ’ .

1975-76 2,076 6,900 . 87 3,350 11%
1976-77 < 2,240 7,600 19 4,000 - 33
19%7-78 2,450 8,400 : 32 « 5,000 66 -
. 1978-79, 2,592 9,400 ° 48 "~ 6,A00 112
® . 1979-80 2,684 © 10,500 65 8,100 169
1980-81 ~ ..
A 2,736 12,500 % 10,000 232
B 2,736 12,500 96 12,000 298
1981-82 2,811 14,800 133 12,200 305
1982-83 2,834 17,100 169 1 14,500 - 381
,Note: Projec!&bn A assumes that .expendituye, trends will follow the
, _pattern of the past five years and U.S. Government grants will be
" [" about the same per student as in 1975, :
- Projection 8 assumes that expenditure trends will follow the
ot pattern of the past five yedrs and U.S. Government grants will be




~~ Table 18

+ Assumptions Entering Into the Projections
For the Five Private Colleges of Podiatric Medicine

.

Item ) Assumption

1, Inflation Indlation ctan be expected to contimue at the
. ’ rate of six or seven percent a year, on the
average, and will be one factor increasing
the operating costs of colleges of podiatric
medicine, as well as other private and public
colleges and uqiversities in the country.

2. Quality College f podiatric medicine can be
expectgd to continue their efforts to upgrade
their Academic programs and their facilities
throughout the period. Constant efforts will
be made to increase the proportionate number

- of full-time faculty.

. *
3. Capitation . The U.S. Congress can be expected to continue
! to authorize and appropriate some funds for
capitation grants for colleges of podiatric
medicine ds well as for other colleges,’
universities, and professional schools
-‘\\providing ucation for the health profes-
sions. However, the colleges of podiatric
medicine will have to be prepared in the
future (as they have been in the past) to
finance their operating costs one way or
another, regardless of the level of Federa%;”"’—”/
Government funding available. -

Note: At the time this appendix
was prepared, no clear indication
existed as to how long Congress
would continue capitatiom graats.
In Juge 1975, for example, the
House committee considering new
health mampower legislation recom=-
mended capitation to 1980 for
calleges'providing health -

»

.

(continued)
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{(continued - 2)

S\ , Table 18 . o= ' -

Assumptions Enteriug Into the Pro;ections
. , For the Five Private Colleges of Podiﬁtric Medicine Ty

> ., \5 . .

Item Assumption

»
* —

field personnel, but with a lowered
' . amount in that yeat than previously.
N In September 1975, the Assistant . //
, ~ . Seeretary for Health of :the Department /

of Health, Eduéation, and Welfare -
) . recompended as SUWE down in’
capitation payments to co le}es of

! podiatric medicine, from $400 in the
-fiscal year 1975 to $300 in the fiscal
year 1976 to $200 in the fiscal year
1977 and nothing thereafter. His
recommendatton was repeated in November
1975 in letters from the Secretary of
Health, Education, and Welfare to the ;
.- ) ’ Speaker of the House and the Presiden
of the Senate.

- , 4. New Sources of .+ New and possibly impurtant sources'of
Funding for private colleges of podiatric medjcine

may come into being i{n the next few years

(for example, capitation'grants by

governments, contracts between th

goverpments and the Lndividual i

. ’ fundlng are likely to be impoftant ey .are
. not likely to finance mare tfan a gmall . .
- proportion of the costs of Aducatfon for .

»»

5. Demand for New - Any sharp rise in the cg¢st of ducation for
Financing 5 students in podiatric (and for
Programs students in other pro essToglal health

followed by a concefted démand on govérnment
their families ‘= .

(continued) .
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Table 18
A(coqt!pued - 3) i

. ¥
Assumptions Entering Into the Projections ¢
For the Five Private Colleges of Podiatric Medicine

. A ‘é
. . M
R

a
L

Item ' " Assugption v
Lo

3
“\ 1

8.

.Need fbr a
Deferred Cost of
Education Plan,

&

Capacity of
Students to
. Repay Loans

9 R 3

'for new loan and sizolarship programs, )
0. forgiveness provisions, service corps
opportunities, and other meahs whereby
. . financing of all educatiop costs out of
. current ipcome can be avoided.

5 —~
-

A deferred cost of education plan along the
lines proposed in the Academy's report is ,
essential for the future financing of the
colleges of pediatric medicine and their

. ‘ students. ’ '

Students of podiatric medicine can expect
adequate earnings from professional practice
" to repay education loans, reaching the levels.
mentioned in this repprti If a program of
' national health insurance is created and
involves changes in the gconomic pattern
for practitioners in the: health flelds,
it can be expected to include provisions
for satisfying the education \loan obligations -

. N incurred by podiatrists as wellas by other
tvpes of health ptofessionals. .
Scholarsh{ps for. Scholarship funds foy neely stuaents (beyond

Needy Students

the amounts available from ‘loans) are the
responsibility of donors recruited by the
boards -or the management executives of the
colleges of podiatric medicine or of .
government agencies. Scholarship funds are
not the responsibility of financially

able students, and should not be included’

in the portion of the operating budgets of

the colleges which is financed by tuition M
» . and fees.

X P
. .

(continued)

oy




Table 48
‘(continued - 4)

-

Assumptions Entering Into the Projections

For the Five Private Colleges of Podiatric Medicine

- Item

g v Assumption

.t

9. Private Fund-. _Private fund-raising will increase susstan-
+Raising . tially in the years ahead with the funds

10..

11.

12.

directed mainly to new construction and
renovation, new equipment, endowment; and .
scholarships. Private fund-raising will not
be a substantial source of funds for the
regular operating budgets. :

Research Funds ~  Research for the-'improved care of patiente
1

and for the advancement of the profession
can be expected to be carried on part-
.. time by members of the faculties of the -
- : colleges of podiatric medicine.” By 1980 nearly
."100 percent of the costs involved, including
overhead, will be financed by grants from

* ‘ .Federal Government agencies (such as the -
D National Institutes of Health), private
- corporatihs, and other contributors.
Public Service The colleges can be expected to‘provide a .
Activities « significanti{ampunt of public service in the -

future for which no compensation is provided.
: The cost of ¥his service” ts expected to
C be absorbed by the colleges or their
‘faculty members and administrative personnel
within the funding available from sources

other than students. .
New Colleges of If:new colleges of podiatric medicine are ‘
Podiatric established during the next fel years, or
Medicine 1f rhe school at the State University of

Vew York at Stony Brook becomes operational,

*  the number of students, and faculty involved
and the, budget commitments are not likely
to be large enough by 1983 to alter

' -7 (continued)
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Table 18 * . o,
(continued - 5) -

v v ) -

Assudptions,ﬁntering Into the Projectiops o T -
h¢ ‘ For the Pive Private Colleges of Podiatric Medicine .
Item ' ‘ T Assumption . R

d /
. - significantly the trends shown in the
: tables in this Appendix, -

.13. Current Operqt{ng Budgets will be balanced at each of the’ -
Budget L. colleges each year, by the imposition of ’
- . tuition charges adequate to meet the '
' . difference between total operating
expenditure and the amount obtainable from
revenue sources other than students. e

14, Compensation of By 1982-83 compensation will reach an ‘
Faculty average that is within 90 percent of the

o . ' average compensation of medical school i

« ' - faculty. : '

N

2 »
.\ -
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Tabls 19

¥ ..
Dets on Stedests and Dagrsys Awarded At
.thp. Five Collases,ol. Rodiagric “edicine

* 1969-70 to 1982-83

-~

~ -

4
.

- ' n ”
v T i v o * .
' . Historical and~Curreat Projections
5
‘ item 196.%70'. 1974-75] 197576 | 1976-77 137778 1978-79 | 1979-80 | 1980-81 | 1981-82] 1982-83
. . P B ! . ¢ s
. s 7 “ ‘ ‘ a -
1. Number of studente enrolled: , . 4 . .’
Fall Session: s LN n
a. Degree crpdit students , . -, h
3 - . . - Tt .
* 1 First profsssional 1,089 1,836 . 2,059 2,219 2,406 2,530 2,601 2,648 2,708 _2.716
. ‘ * - _ . ¥
2. Graduste [] 7 7 11 16 22 . 27 27 32 37
I E 3
3. Podistric asststant/ [ - a
technologist - [ 10 10 - 28 Lt 40 56 61 71 8l
- 1 - .
4.° Total degree credit . L .
studsncs . 1.095 1,369 2,616 2260 2,430 2,532 -2,684 2,736 2,811 2,83
b. Residents, (not ia Y. e ‘ .
iraduate degree 3 . M .
program) ‘ i8 15 L 187 20 23 26 28 30
. . . ¢
c. Contiauing sducation : .
students ,— .- .- 160 500 580 640 ' 66S 128 7%
. .
[ 4. Total number of . . N
students enrolled 1!113 1,864 2,09 2,356 . 2,968 3,192 3,347 3,337 3,566 1,839
] .
2. Typical academic year ‘ © :
cost for first profes- ‘
stonal degrae scudents: . *
°
a. Tuition snd fees . 7
(4-year dasis) $1+366 83,014 3,350 $ 4,000 § 5,200 8 6,400 § $.100 _310.000 $12,200 $15,500.
v b. Books and equipment 300 428 " 450 . 480 520 550 .. 580 - 620 660 700
c. Room and board 2,400~ 3,400 3,600 3,850 4,100 4, 360 4,650 4,955 5,275 5,620
d. Other personal : s i ’ - .
(aiaimum) 1,670, 2,330 2,300 2,673 2,850 3,030 3,230 3,540 3,660 3,90
‘e o, N '
. e._ Total cost 555736 ﬂ.l&’ $9,300 $11,005 $12,470 Sll‘, 368 $16,560 $19,015 $21,795 !25,720
3+ Number of degreeg and . ) ) N )
certificates granted: . L 1
I : LN ~
a. fFirst professional - '
degree 2%k 350 496 494 542 618 60 ’676 683 (1)
. . ) N .
b. Masters degree/ b) 4 4 6 9 12 3] 200 - 25 30
’ R ;
\¢. Dbachslor of-science . A
. degres % 5 . $ 3 30 3 7 40 40 50 40
. d. Podiacric sssisctant . r’ i ‘
\ cercificate - L} 10 .10 « 28 40 56 6l 11 [ 3
- - ! ' ]
e. Continuing education Yo, .
cercificace 29 - -~ 100 470 550 600 625 675 125
£. Other (Ph.D.) - - - - — - 1 1 L
5./ Restdency certificates 21~ 22 2 L 20 23 2 10 % 10 3
h. JHonorarv Joctorates b] 4 3 ] é [ 7 1 MU A
. Ve - B L4
, 1+ Total number < U8 . 3% 321 639, 1108 L2890 1,08 1,460 , 1,232 L3518
- ) ' . [ ) ,
¥ ‘/ . > . " R/l P
Sou:r. Survey conducted Sv the Acadesty for Educatfonal Development, 1015; projections ire the responsibilic: »f the
- Acedenty's ptudy scaff. . : . i, . )
) } Tevs ] -
Q .

PAruntext providea by enic [
g

v
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< . - Table 20 . . C . 1
, h C e ) . ‘
¢ ¢ Faculty Data for 5“9 Private Collages of Podiatric 'Jkd‘gdm . ".- : T . -
N i 4 ’ ’ .
] ) N 1969-70 €0 1%82-83 . ' - o
5 ) i _ . - . . ) q’
— . L ' R - AR ] .
Aiatorical and Curreat - - ' Projections .
) 3 . . o v .
- Itew - 1969-70 | 1974-75 | 1975476 |. 197677 | 1977-78 | 1978-791 1879-80{ 1980-81 }"1981-82 | 1982-63
‘ [ ] 1 - :

1. - Number of teaching . i v
fagul:y (full-time .
ejuivalane): - o ! 1

a: eProfessor ’ 21 - 28 '8 34 39 &4 49 - 182 56 60

b. Assaciate profeaor s, % T 53 61 69 7 ‘w ® v wm
. c. Asatstanc profaasot Co28 S0 s$ 61 70 79 UL 93 LT 104
4! Inatructor ‘ 2 39 2.7 81,66 % s - f2° .9 2
. : e Clinicien ‘ .9 3| [ 11 16 17 7 2 " w2
[ .
f. Laboratorv assisgat 2 B 7 43 15 18 20 2 . 28 3 - 37
§- Rasidanc - 8 _u2e 8.y 29 % _35  _e  _35 _s6  _a1 7
.. - NI y R Ca
N h. Subtotal. patd fdluley 10t 197 230 260 02 16 W6 T M 432 454
! L. Unpatd faculty, | ° 0 1 5 62 _u3 4} W ._29 _26" 23
* - o . . - :
. 3, Total faculty . 131 236 271 302 348, 419 L4632 48 477
f] 5. - _— === e p—— e A — =, == —_— —
L}
2. Yumber of fill-time dngre;., , R N '
credit students per fulle - . . , |
%*time equivslent faculty . . i
.~ “Bambar for fall sesabon - 8.5 7.8 7 7.6 % 1.4 7.1 6.9 6.6 - 6.6, 627 60 .
13 : ‘. . ¢ . . «
3. -Avarage academic vear < - . , . - 2
salary of fullstims . , (In thousands of doliars) . : .
faculty by rank: . . . -
! + Y- . [ - - ) .
a. Pro!u‘i’orh_“ S18.5  $26.3  $25.6 " 528.1  $30.8  $33.6  $36.6  $39.9  §43.é  $47.7
*_ b. associate pr%’nu.or 14,1 0.7 1.8 23.4 25.3 27.6 30,17 32.8 36.2 9.8 -
c. Assistant professor ' 10.6 176 o188 19.9 1.5 23.5 25.6 27.9 107" 338
- - Pl m -
d. ‘Inatructor . 8.8 13 14.0 14.5 1.1 15.6 16.4 17.2 18.1 19.0
N N » s
e. Clintcian . 1.2 18.9 18.9 19.6°  20.3 1.3 ¢ 2.4 23.5 ., 2.7 25.9
b . F) " -
f. Laboratory assistant 5.7- 1.1 7.6 a7 9.0 9.4 9.8  40.3 10.8 1.4

g- Resident (first ydar) 4.

[F]
w
-
w
s

6.5 6.8 1 e 1.9 8.4

h. Resident (aacomd year) 4.8 6.6 71 8.0 8.3 8.6 ° 9.0 .94 X

’ 4. Averaga compensation of . : v o )
full-time equivalent x4 (Ia thoussnda of dollars) ’ .
faculty for scademic. year: .
s Salary : $10.6  #15.1 s16.7  §18.7  $20.6  $22.7  S2e:9 - @7.3  $30.3  $33.6
s - b Tringe baneftcs 13 271 . 2.8 3.0 37 s s.s 6.3 7.3 8
5. Total {nstitutiondl axpendi- - ‘ 7 ’ 4
tura f8§¢ compensation of - o - .
taaching fagulty for (1n thousands of dollar - e T
JScsdentic year: - . - - fo
T ’ ' .‘ v to ! : - M ; L7
. a 8 Selary $1,07¢ 52,978 ’s:.su. $4,867 86,233  $7,628  $9.370 ‘511,006 $13,07% ns'.u/o/
b, Fringe“Senefits L1 as s ses 779, 1,122 1,526 2,00 2,53} 3,138 3,76
’ . N ¢ a

T - . ;s -

3

3

mt Servey qm'ducué the Academy for umzual Developmdac, 1975; p;o ections are the respembibilic of, ' .
s ,".g_ "o Tthe Acadesty’s atudy smaff. > ] 3 7 .
i s, T « @ .
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. N “tzable 21 . 1 -
' S N . - - :_ ., - n’\m‘m p . :
' DuomOnnthtlﬂl of the ' . : L |
. * ! “ Five Colleges ef Pediatric, Medicioe, T . b, -
;o ©T 1969+70 te 1982-83 ., * - .,
—— —_ . * - k3 ’ —
" - v T ~. % * e
) 5 . . Ristorical end Currest -, . Peojections - T - . -‘<
. v . - - ) — - 1., 2 n ‘:.’ * R
Item - 1969-70 | 1974=751 1973=76 | 1976~771 1977-78 1978-79.1'1979-80 1980-41 | 1981-82 1982-83 - -
' o - ( to ) "
.~ . ’ - » = . F . o ‘nl > - .
1. Hducitional dnd gensrel v Lo v ot
- TevcAues: , £ ('ln :hou-mds cf doun.n) . ‘5 . ’ ' .
. s Tuitios ad fess $1,505 $75,654 § 7,200 $9, :oo su 900 m.,ooo m 1607 m.ﬂpo. ss %00 1, T0 ot
». Governmeat ‘ S Lo A
. a'propruum v o - - h [ . ) ’ (A . ‘
- B » . - ‘.:“. , - , f " , - :'
. Taderal e . £ . . . " . '
state 1,551 2,95 2,860 3,185, 3,470 3,55 3,885 , 3,935 . 6,035 4,185
. i i - b '
e - ot o N - .,
¢. Endovment incoms® © . 15 18 W18 e ¥ . 1 15+ 18- 15
d. Privaze gifes o T 7 o261 els e~ 40, 300 so0 S50 S0 600
s. Sponsored research , . € T
[} < * * - ’ . , 4
" 1. Federel Government - % %0 100°- 150 200 20,730 A0 500
L ’ . .
2. Qther u’ w0 6 100 150 " 200 0 00 ;400 500
N S . * . s P - -
. f. Clinic pferdtions (1,684 1,963 2,615 3,020 3,230 3,380 3,600 3,850 4,100 4,250
. 4 .- ‘ . T . F] Y. - a . .
g g All dther . 0 $3 L9 -0 *)20 0 150 150 - 130 159 ' _1%¢
. -, £ < M N » *
b Totsl revenued ©4,695 11,086 13,100 16,340 20,505 uxoo 30,756 37,100 44,650 51,600
c' . 2.° Student. e v . L - s .
xS r.«:q Coverrment - - 52 861 660 g0 &5, 109 750 10 L% 150
o b. Stste .h - . , , , - - . ) '
gov-munc -— -—y TNo 815 935, 1,000 3,000 1,000 1,000 1,000
¢ Puv.n g4fts aad ‘ < o, . .
grante ° - 10 10 10 15 .7 - 20 . 20 20 L7 -0 “¢
- . * t - < » ) ,
* 4. todowment fu;o- [ - 13 ‘13 15 15 18 s = 15 ts
-t . ) . . . - e i W
A 8.  Other, sources -7 37 25 25 28 - 3s 33 L33 >} i! »
B MO 4 3 " "o ’ - -
. . f. Total studént e1d C L83 Y e28 1,620 1,505 1,668 1, 770 1,820 1.020 1,80 1,820 N
. 3. Auxiliary encerprises 21 4L _m 430 300 g;; EZ! -fm $23
. Geimd Total - Revenues®  _ 83,247 sig_.g_;_ sy_‘_m 618,29 sz 670 924 gg s;_u;_ m. 93 947,070 s;_.gg .
b e e Yoo . .
Source! &, \
ce:  Survey ecn«c:og W c’hc Acsdeny for usuumx nunhﬁn:, 1975‘ projcc:uu are the n.”uttuity of N
% the Acsdemy’s study staft. ) . B
‘ . .
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v e s . ' -, - ‘.
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. , Table 22
. Y - N N .
R {_ ‘ Dace on Operstiag Expenditures of the
4 ‘ b Tive Colleges of Podiatric Medicise
. . . 2 r . 1968-70 td 1982¢83 i
N . . , 4 . -
N Historicel and Current Ptejections .
. ® Item 1969-70  1974-7S | 1975-76 | 1976=77 [1977-78 | 1LUTH=TY ['1979-80 | 1980~81 | 1981-82 | 1982-83
1.. Educationsl snd " ‘
- generel expenditures * (In thousande of dollars) .
e. lastruction and
‘d x‘t.lntll reseerch  $1,558, $ 3,546 $ 4,085 $ 5,335 § 8,445 812,120 817,110 $22,690 $29,470 835,520
b. 8 ‘ad or separetely ) P B
“budgeted research end ‘ - 4
. other sponsored b
’ programs - 296 360 400 440 500 600 700 800 1,000
¢. Extension aand .
, public service - 37 100 120 130 150 160 180 200 200
d. Libreries 188 ° sa8 875 620 790 850 900 900 900 %00
" e. Physical plant ‘
. maincenance sand s )
operations 299 1,110 1,518 . 2,020 2,500 2,750 3 M0 1,250 3,500 3,750
f. Clinic operetions ~ 1,100 2,73k 3,325 i 3,695 3,805 ) 3,900 4,000 4,100 4,200 4,250
g§. Genersl admtiniscrs- * *
tive and tnstitutionel .
’ . déxpenss, student
services, end staff
» buu!ito i ‘ 1,408 | 2,462 2,528 3;160 3,420 3,730 4,000 4,300 4,600 5,000
R h. Dabe service Y s3 T _a1 560 865 _230 850 850 850 850 850
- Totel expe.’'. .°<, 47605 11,103 13,048 16.215 20,380 24,870 30,620 36,970 44,520 51,470
2. St'u:lont aid.
Refunds and cen~s'tatfsm- 10 15 L, - - 1= .- . - - -
s Grance LT LI 426 670 675 , st >0 750 750 750 750
kY b. Loans 283 624 830 955’ 1,040 1,140 1,200 1,200 1,200 1,200
[} . . N
“- ¢. Totel student eid 580 1,065 1,500 1,630, 1,790 1,8% 1.9%0 1,950 . 1,950 1,950
: 3. Auxiliery enterprises 21 15 180 ~_430. 500 525 550 __57% - __600 625
. 4. Grand'Totel - Expenditures $5,206 $12,183 $14,728 $18,295 $22,670 $27.285 $33,120 $39.495 $47.070 $56.045
R (In dollere)
, 5. Avetegs net expenditures . '
. _ per student l\”.wl $6,362  $6,900 7 $7.600 $8,400 $9.400 $10,500 $12,500 $14,800 $17,100
» o s - R ; ) [4
Source: Survey condoctod by the Acedemy for Educetionesl Dlwlop-ont. 1975; projectione ore the rupoutb:luty of
“the Acl‘m s otudy staff. . )
.-t ’ .
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. Table 23

Deta oa Phyeical Plant Conltmuon ad Other
Expenditures of the Five Colleges of Podiatric Medicind

1969-70 to 1982-83

.

Capinx

uogo.l'icox and Current

. . Projeptions .—I,—--x
ltem 1969-70 | 1974~75 | 1975-76 | 1976=77 j1977-78 197879 ins—so 1980-81 1’981-“ 1982-83 "
e 7 .
k\gmdi:uru (In thousands of dollars) Y
1. Edutecion Purposss: , e )
s. Land purchases $ — 81,640 § - $1,500 5 500 $§ -~ § =~ $§ — § - $ .-
" b, Butlding purchases - -~ 2,165 300 200 - - - - -
c. Naw building -
construction - 3,000 3,000 3,500 1,500 - - 1,500 1,500 -5
d. Building renovations 00 2,70 3,000 " 500 500 500 500 . 500 500 500
e. PFuralehinge and !
equipment 230 l.‘SOO 1,500 | 500 500 500 500 500 * 4500 500
f. Other - 500 600 1?0 ) 100 «100 © 100 100 100 100
2. Awxiliaty Eacerprises - 500 2,000 100 100 100 100 100" 100 100
3. Service Prop.rsy - . 100 400 450 50 , 50 50 . S0 50 50
4. ALl Ocher | —= - = s = - — - - - -
5. Totel Expenditurss  ~  _§530  $9,980 $12,665  $6,550 $3,450 $L,250° 317@ $2,750 $2.750  $L.250
Source of Funde: l . .
1. Gifcs, grente, and , , . ™
_appropunuom 2 -
a. Spaciel or cuplign -—
!und _ $s6 $ 150 $ 900 $1,500 § 500 $ LT $ — $°200 $ 300 $ -
b. Generel fund raieing - 85 200 \‘300 600 1,000 1,000 1.@6 1,000 .1.000
¢, Pedarel Government 304 3,770 6,350 2,500 1,000 - - . 500 350 ‘ .‘ -
d. Stace governmant -— 50 S0 P e- . == - - - -, —
e. Locel govermment - - = - - ) = - b= b =
£, Totel 360' 4,055 7,500 @.300,' 2,300 1,000 1,000 1,700 .I56~ 1,000
2. loane ' N ) . - N
a. Federal Qovernment . - - - - .=t - - - -
b. Stete govermment - *2,428 IA.SOO - - - - == - -—
¢. Ocher __—= 2,300 _500 2,200 1,00 __— __=— 0, _40 _=—
¢. Total loste - 4,925 5,000 2,200 1,100 - - 400 400 -
3. Endowmemt Income - -~ - -~ - - T - =~ -
4. Other (including eccumu= i . .
*  leted reserve) _170 1,000 _16 50 _3230 _230 - _230 _$0 20 _230
3. Total Income 2530 S000NIL665 SO0 LA Y,20 Wil R ‘R kiR
!
Source: Survey conducted by the Acadamy for Educetional Development, 1975;

the Acsdamy’s etudy u“f.
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Teble 24
Data on Asests shd Debte of the
Five Colleges of Podiatric Madicine

.

1969-70 co 198283

L 4

Hiscoricel and Current ’ Pfojocuom
— :

1969-70 1976-77 197%-76 | '1976=77 | 1977-74,} 1978-79 | 1979-80| 1980-8]1 | 1981-82 | 1982-83

»
(Ia thoussads of dollare) !

Amount of endowment, end
of year (book value) S50 § 260 % 150
Plant and equipment, ead
of year (book value):

§ 150
-

— )

a. [Educstional plant . [
and equipment: . 4,345 18,085 27,250 32.550 34,750 34,750 36,250 37,750

b. Other plant'and ol
equipment (includiag
& service propercy) 191 1,000 3,230 : 3,250

¢c. Total plant and

equipmant 4,536 19,085 30,500
\ ~ ~
Other adsete and fuand
halances 1,916 3,420 *_4,360 8,000

Total assete 7|333 ;2|055 35.100 blll.SO 46|:.50
Sond aad mortgage dabt L

a. For educational ;
. facilicies 1,156 13,500 14,200
{ .

b. PFor other purposss 225, , 2,000 1,850

c. Total debt 1,381 15,500 16,030

Ocher//Atabilicies 11,502 . 3,048 5,150 6,950 8,950 10,950

Net gquity ia aseste $4,450 $11,800 $17,800 $20,500 §22,050 $23,650 $25,250
4
- = « ‘3 o
Source: Survey coaducted by the Academy for Educat velopmeat. 1975; projecpions are ‘the responeibilicy of
the Academy's etudy steff.
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Table 25
Further Data on Financial Ald to 'Students

a.

Historical and Current . {rojecztons

] T
Item 1969-70 1976-75;1975-76 1978-79 | 1979-80 | 1980~-81 | 1981-82 | 1982-8)
’ .

i
t. Istudent 2id expenditures
included in college . o
$peratiag accounts.
Cap

Grants - 5 s 750

4,200

1,500 . 1,950

Federal Government
Seate government

Sther sources

4y Total grants

Loans "

1) Federallv insured 1,300 2,150 3,000

2} Private bank 120 L e 160 . Jzoo

3) Other sour:es 280 . 245 E3)) 340 300 * 800

4)  Total lcan3 960 - 2,363, 2,70, 3,200 4,000 4,000 4,000

Tt;ul student aid provta.dd .
Srom all sources 1,607 3,523 4,391 4,963 6,043 6,121 6,126

Total charges to studéats 51,505 53,654  §T.2 $9,300 $12,900 $17.000 $28,000 $35,000

Percent student aid is
ro total charges 107% 62% 51 $3% 44 36% 227% 177
-

Total aducation expenae v

of students (including M

iiving expense) 56,248 516,370 320390 $24,520 $30,000 536,280 $43,070 $50,350 $59,020

Perceat student aid'is . - <

to students' potal aduca-

tion 2xpenae b4 142
- N

N ‘ ——
Sour-e* Survav conducted by the Academv for Educational Development, 1975; prdiections are the responsibilicy of
the Academy's study ataff. - . R 3

Esctimaces of future amounts of student aly are based on existing ptggtami only. The plans proposed tn'this
reporz, tf iaplemented, would change entirely tne future outlook.

-~
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Appendix B

ources of Funding for the Five Private
“eslleges of Podiatric Medicine

* During the study for the Association, the staff eyamined the &
princigal. sources of revenue at the colleges. There were eight main
sources during reoent yearg\ii’follows: -

" . '

1}  tuitipn and fees

2) fal Covernment grants_and fontracts
3) stafe government grants and contracts

4) opri ate gifts, grants, and cestributions
5) rom clinic operations

6) earnings on endowment

7) income from auriliary enterprises

8) miscellaneous receipts

This list and the discussion that follows refer only to operating
accounts. Excluded are: ) ‘
| e Funds for conmstruction. 1he assumption is

that these funds will be/provided in the

future, as in the past ‘through special

gifts, grants, oOr contributions from

governmen agencies; from large-scale —

private fupd-raising campaigns; or from

private donors. 4

Berrowing from banks or gihgr lending

agencies. this is only.a temporary scurce

of funds. At affects the cash flow of the

college, qsz does not-dffect the budget, lines
t

and is nojas/jggpcé of revenuc.
pDeficit fjméncing. This is not a source bfj'

revenue and has to be covered from cash re-
serves or funds. external and internal, before.
bills and salaries can be paid. The financial
reports of the coileges of podiatric medicine
show only a very modest amount of internal
cash reserves and even these reserves dare com-
mitted to construction projects. Deficit
¢inancing; therefore, involves almost im-

. . sediate borrowing from banks or from other =

. 'pr0v(ders of short-term fzrésﬂ' ) .
A 'summary of revenues in recent ‘Yyéars from each of- the major

" sources of funding is in the table that follows:

1




92

’

. Table 26 ‘

Sources and Amounts of} Operating Revenues
-For Five Colleges of Podiatric Medicine

i ' 1970 and 1975 ) .

\ . _
- . '
: Amounts for Academic Year . ;
Source ’ 1969-70 1974-75 Cliang}
(In thousands of dollars)
Tuition and fees $1,505 $5,654 + $6,149
Federal Government mté\ .
- and contracts & 1,866 3,263 + 1,397
State govermment grants N
and contracts : -220 ’ 666 + 446 .
Private gifts, grants, , , ’ _—
and contributions * 31 307 \ + 276
Income from climic . .
operations . 1,484 1,963 + 479
Earnings on endowment . . 60 . 27 - 33
- “Income from auxilidry " " v T U T T onTTT o mrmemoo o o mmememem e e
enterprises 21 ) 21 . +-
~ Miscellaneous receipts 60- - . __132 _- + , 72 -
i - . . - . 3
Total Operating Revemue  §$5,247" $12,033 .+ $6.776
i \’\’ ‘ ¢ ‘
o , ~ (Im i:ercent of tot.al)‘ o e 3
_ Tuition and fees . 28)7% " oar.0n + 6L.0% T
Federal Govermment grants ' L T
and contracts 35.6 27.1 . + 21,0
State govermment grants " . C
and contracts /L 2 5.5 + . 6.6
Priyate gifts, grants, : - . . P
and contributions ! 0.6 2.6 4 '+ 40 - -
Income from clinic opera-’ . .- )
tions . 28,3 16.3 . + 7.0
« Earnings on endowment SRR 75 S 0.{ e - .5
; Tncome from auxiliary . ’ .
4‘ enterprisés 4 ) 0.2 - .- -
luocelumous recoiptt 1.1 i © 1,1 o+ 1,0 .
'  Total -~ 7100.0% - 1oo‘o: .- 100.0%.
0 P /
Sourc-- lgport- by the eounnv to _the Acdq stuﬂ suff July" 1975.
o N . -
> 4 . - N .
4 3 LN




Further information assembled by the staff on each of the: sources ‘ -
of funding follows: ’ "f'
. . ‘

1. Tuition'and Fees ' ) .

The amount paid to the college by or for the student 1s classiffed as
vruition and fees." Payment must be made during the course of the school
year. according to a predetermined schedule. Pdyment cannot be postponed
because the college uses the funds received -f£rom the students directly
to pay faculty salaries, other operating costs, and day-to-day bills
(often within a matter of days or weeks immediately after receipt). ’

The amount of tuition and fees received by the colleges of podia-
tric medicine is the balancing item in the operating budget because
the accumulated reserves to draw upon are not very large. From time
to time the colleges have received some government appropriations in
the form of financial distress grants to pick up deficits, and special
program improvement grants to improve educational quality. . These were
made at the option of Congress and the Executive Branch of the Govern-
ment and were not related to regular year-to-year operations.

! o®

Over a period of time, charges in tuition and fees have been
closely related to changes in the level of expenditures, and have re-
Flected “in part the wovement ~by the- colleges to higher quality pro- = . .
grams -- a movement that has required more full-time clinical faculty, ]
better classroom and laboratory facilities, more extensive libraries,
better student services, etc., By the academic year 1974-75 the tuition ~*
and fees at colleges of p&iiatiii: medicine were equal to those charged * - oo ‘
s by private colleges of medicine, dentistry, and osteopathy., Some
. averages for previous years (vhen, it is noted, the quality of educa-

tion at the collepes of podiatric medicine were lower) are in the :
table that follows: - e ' T




In Selected Health Professions

. 1970 - 1975
/ ) ‘| Podiatry
i as
£ - Percentage
Academ Medicine | Osteopathy | Dentistry MOD Podiatry of MOD
Yea ﬂ“!) : 0 | (D) Average , Average
: P 1
-/ ] n " )
1969470 /$2,130  $2,059 $2,738  $2,309  $1,666 722
/ .
1970-71 ;2,250 2,080 3,155 2,495  *1,938 78
2,525 2,357 3,215 2,699 2,258 ° 84
972,14 2,650 2,525 | - 15251 2,809° 2,639 %
1973-74 2,800 2,724 3,88 3,137 3,021 9%
1974-75, %100 2,932 4,185 3,406 3,439 IO -

Sources: Association of Americah Medical Colleges; American Association
: of Colleges of Osteopathic Medfcine; American Association of
Dental Schools; and reports by the-colleges of padiatric

" medicine to the Academy study staff, 1975,

* Includes estinated cost of books and other 1nstructim1
, materials,

No one knows precisely how students raise the funds they spend for
tyition and fees in the .health professions. It is known, however, that
students have had to borrow significant amounts to meet these costs.
For the academic year 1970-71 it was estimated that 60 percent of podi-
atric medical students had borrowed an average of $1,817 which finangced
about 68 percent of the cost of tujition and fees, The survey of
student borrowing conducted for this study shoued that moye students
have been borrowing more money in recent years.. However, the cost of
tuition and fees has ‘risen and the percentage of the cost of tuition
and fees financed by loan funds has decreaud :lightly, as luustnted
. in the follawi'n} table: *

-
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‘ \ Table 28 T
. b g ..
" Student Borrowing as a Source’of Financing’ T
Podiatric Medical Education

\ 1971 - 1975 T,

| :
- :vi | Total Amount iTot’.al Amount °.
: N ".Borrowed as Borrowed as
A . Percenﬁagg Average Percentage’ Percentage
Academic of Students -{_ Amount of Tuition of Students'
Year Borrowing w . and Fees Qotal Costs/< K

19%.

1970-71 607 .-$1,817 682 (

Average for

*  four-year - : . : - , —'S
. period : ) _- - C
" ending . - S . o,
1974-75 T4% 52,094( ) 632 K - 20%, . o
L3 ‘ . - e
I _ e+Sources: How Health Professions Students Finince Their Education,
‘ Health Resources Adminitsﬂ:_t'__a!}:_io_g_,’mlj.c_ﬂealth Service,
October 1973; and student survey conducted by the colleges
of podiatric medicine for the Academy for Educational
Development, 1975 (see Appendix G).
The student survey showed that 73 percent of podiatric medical
students graduating in 1975 had porrowed, ‘om the average, a togtal of .
i $10,550 for education. Staff interviews with students, as well as . g
survey information, led to the further conclusions that: '
e The amount of borrowing would havev}}en greater
had more funds been available upder the Health
Professions Loan program, and had the maximm - . M
loan.ceiling been higher under the Guarante P R
. . Student Loan progovem. N, . P —
. - . . , oo, .
e s e Larger amounts of borrowing cam be expected in :

the future as tuition increases and as other

: financing sources ‘avaflable, or present
s‘,incre/ e their funding

- student 1dan prog

. , . e T e ¢
Prior ¢o 191\5 the Federal Government made little contribution to. the . . -/

|
|
. : _ <.

, levels, | | L . 7
; S . . ! P e -
.2 Federsl Goverrment Grants and Contracts - S / o

- *
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g - . . . <
operating budgets of the colleges of podiatric medicine or to their s
predecessor institutions. No grants were made for research (such as < .
those made to medical schools by the National Institutes of Health) , n
for science improvements (by tl‘lational Science Foundation), nor . *
for library improvanent (by the"Department of Hea\lth. Education, and - _ ' ‘
Welfare), etc. ‘ . . |

Beginning in 1966, the colleges of podiatric medicine beca.me
eligible to receive grants for -program improvenent. In 1972 they T
< were included among the .institutions providing health professions
. education”that could receive capitation grants. However, the amounts
- af the grants were always ‘lower than the amounts authorized by .
Congress becatfe of the lower levels of actual appropriations. . -t < )
The government has also made seven financial distress grants
amounting .to $1,673,000 to colleges of podiatric medicine in recent

years because of the particularly difficm‘lt circumstances faced by ) . ‘ '
‘these institutions. ; R .

Up to the present time, the colleges of podiatric qedicine have /
. received no significant grants- for research similar to those made [ |
available to colleges of medicine and dentistiy by the Natiomal’ PR -
Institutes of Health. Nor have they received any grants or agsist- : T
., ance from the government to carry on public service ggtiyitigh__“ ]
; ‘continuing education. or other professional responsibilities. .

In the aggregate, feder: § to the podiatric medical
colleges for all purposes had Mnted to a total of $23.8 million
by June 30, 1975. A summary. by years is presented in the table
that follows: :

. . . -~
e




v ! 97
. ’ o .
’ ) . ' °
. : Table 29
Federal Sources of Operating Funds .
For Colleges of Podiatric Medicine -
N In Recent Years .
. 1. Health ljrofess/gns Prog{ams i Office bf
- ol . Educati
4 - . ‘ College
Formula /| Special Financial |Scholarships { Work- '
,fcademic Grants* Prdject | Distress and - Study
" . Year (Capitatio Grants** Grants loans ~; |} -__Fun:rs Total¥k*
j .. ~ (In thousands of dollars)
Ve . ..
Prior to — - - ‘ .
1969-70 ,079 $1,972-° - $1,065 5336, $5,452
1969-70 695 ‘.'.'1,007 i — 343 ‘86 2,131
- . . ‘/
1970-71 693 866 -- . 543 ' 96 /2,198
TTTETTT T m mmn mm T st
1971=72 956 ';'_T,SGO 135 636 . 90 3,377
i - -~ - R
2 J.“\E’! 1972-7:_3 ! 1,061 - 642 392 y 809 153 3,057
L 197376y 1,359 1,410 ~600 - - 775 93 ' 4,237
1974-75 .- 1,219 - 721 546 796 9 3,372
Total  $8,062 - $8,178 < S1,673 T WG,967  $%4 523,824
?Sources: Burea Health Manpower, Health Resources Administra.tion, and
. sion of Student. Supporn and Special- Programs, oOffice of Education,
e - July 19750 [ . (RN

- . - ———

* Basic Iuprovement Grants, 1966 to 1970; Institutional Grants, 1970 and
) 1971. Capit:ation Grants, 1972 to 1975. .

> -

¥

:

Y Speci(.al} Improvmnt Grants, 1968 and 1969. -

, #%% Does not include Na¥ional Defense Education Act swdent loan

z. available to the. colleges of ppdiacric medicine between 1958 1970._

. .

neginnin; in. the acadenicc yeat 1915-26, the Veterans Adninistution will
. make funds available for cooperative arrangements between“some podiatric. medical
education institufions and veterans hospittls. Under these arrangements students
will obtain clinfcal gxpuience .at the same time the hospi:alé vin have an 1n- )
- r of trained qedical personnel lvnihble to them. -

' . \L' . . . ’ ., ':. e .
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3.’)State Government Grants and Conttacts )
. v b
During tﬂhe past ten or fifte’én years state goverments have been

. participating in-the’ support of private health professions education, .
" This' support began with scholarship assistance to students and has ex-
panded more-recently to include’ formula grants, service contra&s, and
other arrangements between state government agencies, 3nd organizations A
and individual private institutions, 1In New York State,_for example,
the state government provifes direct support through' the budget of the:
New York State Education Department to the privately controlled New
York University School of Medicine, the Cornell University Medical
College, the Columbia University College of Physicians atd Surgeons,
etc. In Ohio, as another example, the state govermment prdvides sup-
port for Case Western Reserve's Medical.School through a formal con-
tract, :

Four of the fi,ve colleges of podiatric medicine currentl‘ rec'ﬁve'
some form of state finantial assistance.“

— —-

\Formula grants include capitation as well ‘as degree reimbursement E
grants. Both the Illinois amd New York colleges expect their state .
legislatures to pass bills approving state capitation: in I1ligbis -
by 1976 at $150 per first- and second-year resident s,tudents, in Nev

- York by 1977 at. Sl ﬂQO -per.students - _

—

~ 2

The New ‘York College currently receives an annual degree reimburse-
‘lent grant from the state.undér the Bundy Plan (which provides gxants %0
all eligible private higher education institutions in the state, based.

- on the number of graduates). The amount received by the college ig ~
1975 %as $126,000. : i

ES t3 ',

_‘» »

. ~ s
— i
- N 4

Service contracts are. being used incrgasingly by states, eitﬁer
directly or through regional compacts, to purchase educational opﬂbr-d
‘tunities for atudents- from private health professions educational
institutions. The jo College of Podiatric Medigine contracted
directly with the S¥ate of West Virginia in’ 1974 /;xfor the training .
of West Virginia students in podiatric’ medfdine, “Fufding for the first
year amounted- to~$5,000 for a commitment to adﬁ;lt one student. Further
funding for a number of other stddents is. anticipated for subsequent

. years,

E; U
. . -
y six states without cellegeg of pod}atxlc medicine have pro- '} L
any funding for the, Xraining of podietrists who practice, {:r/can
pected to practice, withip thelr juri'sdie):ions., In addipion to6
West Virginia as noted -above, five statep. which are members of the
Western Interstate Commissiod on Highexr Education (WICHE) have nde ;
funds ‘available through thé WICHE Student Exchange Programs for-the
training of students in podiatric medicine ‘at :fthe California Coliege
of Podiatric Medicines From 1973 through 1975, tbe ‘total funds pro- . .

vided for students in these prograne at the California Coﬂege came
tO 3102,300 » . . - / ) 411{.’

-
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Future contract arrangements might be worked out eisher directly . .
, 13

with states or through ‘regional compacts such as the ‘Western Inter- /

-+, &state Commission on Higher Education-(13 western.states), the Southern o
. " Regional Education Board (14 southern states), or tlie New England Board e
of Higher Education (six northeastern states),  However, ‘since omly . .
J californis (among the states in which' the colleges are located) is a . oo
¢ _ member of a compact, such arrangemeants would requife individual state* J \° _
by-state legislative pegotiations for authorization’and'approwpriiatio;w.l e e
[ - - . i . ’ - lf .
N . Other types of financial__assistance'arran§qnents are the ¢ . = “ .
following: ' . Lk . :
Pennszlxﬁﬁ':. Each yeafr',s_incekal%s‘the Pennsylvania . . .
" Collegé, of Pod¥Tatric Medicine has feceived direct support T
from the state on a negotiated basis, similar to the sup- o ‘
port given by that state to eleven other private medical 1
- ) schools and- private universities providing.education at Lo . !
. iim.s ... the graduate and professional level, ’ ~ Do
. ’ o . . - R
California: While generally avoiding direct support of . 41’
private higher education, the state authorized a contrac-. . . \ _ ¢
‘tual arrangeu_net'nt between the California College of - ’ .
.. rodiatric Medicine and the University of California Med- o
o "I fegTTCenter in San Franctsco Starting im the-academic ——: - = omom—ri :
. M. . Tyear 1974-75. . - - T,
. . . . e _./ - . . ' >’
Some state_législatures have made é;ra‘nﬁeﬂfénts for the support of T , !
professional students of Optometry, veterinary medicine, etc..at privage N
institutions. RNey state contracts supporting padiatric medical educa-
_tion. can be expecked to be worked out_during the uext few yedrs, How-" '
ever, because of the long lead .time and extensive negotiations likely S
' to be invélved, state ‘contracts or other arrangements, when they occur, - )
are not ‘€xpected to provide by 1982-83 a volume of funding large enough - ST
DI change substantially the projections im this appendix. - | L. P
3 - v}"-:'";’,f'-‘:. . . - " X . J o .'p . \ ’ ',._4: . R ‘ o
oL lg..wg%\_t_ate Gifts, Crants, and Contributions' — . = - ".: Sy e, g
e emETT — ) . - U B
. For the past twenty yea®s pri.\’r‘a’te colleges and qniversi;ies* have - -~ oo
o ractiyely solicited and been the recipients of large amounts of gifts .- g L
: “grants, and contributions from privaté corporations, ‘foundations, and”~ - - - . A
. ndividuals. Education opinion-makers everywhere,now beliéve the :' . S
future existence of the private institutions in a complex, pluralistic . : -

edication society (which includes both private and public instit@tions -
oft higher -education)- depends hedvily upon financial support by the ’
private sector. The importance of private sector ‘support is .so/great,’
in fact, that publié institutions (for example, large state unfversiti
have- turned to_it. for fuade( These funds, provide a messure of flexi-

‘bility over and above timt possible from“state-er—Federal Goyernmept

' appropriations. . - I/
T L S R SN PR




MY - A 00 s I
« . . < e
- . s - / A -
/ -« . @ ' i i
. » v
. 5
- ;00; s .
. 2 ’ 3 . | hd K
. . . P . *
. - . .
. N «
L ; ) - . .
: Y UG R e e e e e i o
. 5 ’f e o Sealie Lo e g P . e

- SO
‘[ / If ’ - / ~"/. // .

‘Today no leader in the/b'rivatea highler education sector believes
port

7 1it’ts possible-to successfdlly operate a priydte institution without
*~“a great and .continuous Vvolume of private s - As a result, presi-
i .. . dents:and boards of trustees of private ipst{tutions ‘have idcreasingly
/' defined their jobs to inclide a large proportton of timé and effort
., spent on private fund«raisisg. . They are-assisted in this endeavor,
of course, by administrative aiﬁ,’fogistical:”s\uppbrt of offices of in-

"~ » . . stitutional development or public relatjoms.

. A R & -

_The literature on higher education is filled with articles amd °
comments on the need for private fund-raising., .The prevailing attitude
o » . has been adopted by higher education acerediting agencies. For example,
& . some years.ago -the Middle Statés Associatiort of Colleges and’-Secondary

Schootls, the regional organization which accredits many of the leading
* ° education.institution® in this country, said in a statement on the

-

functions of trustees that: - - . - . .

7 " 1 .

] #£s are concerned #ith and must’ cultivate

[ ' "all appropriate sources of income. They quite fail

‘ in their responsibilitipss 1f they seek to balance -

- the budget simply by cCirtailing expenditures., They - g

g ¢ . fust guard against unjustified: expansion and they = L .

- ' /mubt require efficiency, ‘although efficlency is a. - ©

v R complex matter to judge in hjigher ‘edycation, where. _

e e e« i £ Tt {vends 1 s—even-more—ifiportant ; but the - - — e e
’ - trustees must also find- the wherewithal for coptin- ,

e , ual improvement. * . - I .

.~

L]

*. . ‘This is the part of their financial obligation which

-,. i+ trustees sometimes forget. It is not primarily the
YA " president's respongibility to raise funds -- it is -, ",
VAN : the trustpes', Théy neeg the president 's leadership, == ..
N :  but the.attual responsibility rests on the boayrd, B -
ally. One vital factor im 4
- e effectiveness of .3 board 0f trustees . ; d
ey 1s .the eyfent to which they (a) contribute person- . . /1 : .-
© vally each according to his means, and (b) directly . o
- . obeair contributiong from others, (Emphasis, = - . . - .
o ~siipplied)- St A e .
, L P G o= U e
“. . .% This position cambt be ignorsd, The Co on Podiatry’Educa-
', " tion might use. the occasion of the study on the Deferred Cost. of Edu-
catfon Plan to discuss this matter with the bpards of trustees of the
. five colleges. - -~ - . - - /" . L,
. T : P U * £ Yy ’ L
b +- . During the past six yeats,:the co&pgép of podiatric medicine . .
.have raised appreximately $1.7 million from private soyrces. -Most of Lo
.-/ 1 this smount was' fon néw comstruction (to supplement fddepal and state - .- ;/' :
.. ‘goveromert funds) as.shown in the table #hat follows: | - . =~ "7 o
' r;f‘.t{‘fv; '_‘ e o v .":“: ; 'A—_::.‘ “‘»}14- ;A . ‘~ . - - .~ .:g’l Y ; . . .
- e T - ; : _—
e . ¢'7T"?""Wﬁ et "\"':"""' ""1 "1851‘7 ST ?(}‘.2'::;‘“:_:.-:"“-«%--:' -::.":"’--:;;,«-*-{}f "—-:T;« ‘.::::‘_- :é,;’__ —— >
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Table' 30
b Private Fund-Raising
By Golleges of Podiatric Medicine

! 1970 - 1975

: Purpose
Construction |. Operations. .Scholarshéps

~(Ip thousands of dollars)

1969-70 ' s 31 |
1970-71 17
w12 ; 22
1972-73 175 59

1973-74 se4 . 100

rm——

1974-75 235 o291

Total '*  §1,152 T §526 ~ 810

.
P .

Source: Reports by the colleges to the Academy study staff, July 1975.

-
.

o No group of private institdtions in the health field, or elsewhere
in higher education, can look' toward future financial stability without
a substantial volume of annual givihg provided by 4lumni and friends
ahd by regular annual support from corporations.and foundations.’ Whilé
admitting .this point of view, the!colleges of podistric medicine point
out that previous fund-raising gffprts have not pfbduced substantial °
results. They are reluctant to include in future projections substan-
tial amounts from outside ‘sources, The study staff notes the situation,

and suggests in tHis Appendix that much more private fund-raising

activity-will be called for. in the feture if Fedéral Government .leaders
are to‘be assured- that every effort is being made. to obtain support '

from sources outside the U.S. Goveérnment.

- . .y P ‘ i
c [} .o .
5. Earnings on Endowment S L .

-

.

nif

incomes from endowment funds accumulated as a result of past
progréms of individual gifts, bequests, estates, trugts; etc, The

. five colleges of podiatric medicine report that they have little or
. . . » x ’ - PN . ,"‘; i .

;;gigy.priQate colleges and universitiés in the cpqﬂérx;report sig-
i

Yo . + .
) ~




no formal endowment. Some report small accumulations of funds that
were mostly temporary in nature and’ were being committed largely to
constructipn of pew facilities. Endowment earnings have been minimal
(representing less than ore percent of total revenues), as shown in-

{-the table that follows: .

ST Table 31
A P ' . . PR
- Q . . ,
Endowment and Investment Funds

At Colleges of Podiatric Medicine .-

-

> 1970 - 1975 ) ' : o

» s . . . .
End of Academic Year ) Amount. Earnings-Reported*

(In thousands of dollars)
) e

1969=70 $881 $ 60

, 1970-71" , 865 193

S 197172 605 49
e e s —3972-73 - = T Tl 826 0 b o e J] e
’ A - ' .

1973-74 588 . .73 _ >

} . ' . ) 1% R P 4 - \/1
74-75 550 ' 27
. /" ¢ N

Source’ Reports by the' colleges to the Achdemy study staff July*1975. -

¢ ™ i \

*  Includes capital gains realized on sale of secﬂrities.

7/

S Administrative leaders of the colleges of pod:l.atric icine be- . B
lieve they are unlikely to obtain a substantial amount~ )
funds for their colleges in the near future, This circumstance ‘adds -
to the problem of heavy future dependency on students as the primary ~
_$ource of‘financing. ) : T
b' . '6. Income from Cﬁnﬁ.c Operations [ . . : » ¥ -,
' . ‘ All of the colleges of podiatric medicine maintain foot:clinics. - _ -
- The original parpose, and still one of overriding importance, is to pro-: - ’

vide cgl.:lnic education: opportunities for thé students. Other purposes .- )
L~ are to provide a’ measure of public. service, particularly to low-income ' ¢
: . groups, and as a source of-.income- to cover a portion of operating costs.
Clini¢ operations have grown substantially in recent years. This ex~ e
A pans{on hds be as_sis_teﬂ by the recognition by\Mediure and Medicaid R T




w

agencies that the services being performed are medically required by,
the patients and qualify for substantial levels of cost reimbursement.

J _ A summary of income and éxpenditures since 11970 of the clinics
« operated by the five colleges of podiatric medigine is in the table
that follows: . o v

Table 32 y

ncome and Expenditures at Iinl,és :
Opérated by Colleges of Podiatri;*c Medicine =~/

I // ' _ .7

-

Gross Income |, Excess or (Def.icit) .
from Charges . Clinic Operating ;. of Income Over
to Patients ‘ Expendit '/‘e ‘ 2 ‘Exponditurgl
(In thousands.éﬁ éolﬁlars) ,
1,48 S s1,,1oé1 co T ffskee j
[ B ) -7 ’;"f 1’483 ' ; T 1,007 a ""‘l' - -" L 4;6 - ‘ T
©o1971-72 1,810° 1,021 | ; //>7/4;89 ,
© 1972-73 1,840.0 o706 ;;/7 136 E
‘ 1973-74 1,868 ’ . 2,239 T (3N
L BT e 2,731 e

Source: Reports from the colleges to the Ac’deﬁy study staff, July 19775.

Note: Deficits in 1973-74 and 1974-75 were caused by the replacemsnt
jat some. colleges of part-time personnel by fulfl-time’clini/ial
Staffs. ) . ) [ N : . p

-

7. Income from Auxiliary Enterpriges L ' I v

. ‘ o ’ f i
Until now, the ambunt of funds in this /category has beéen n gligible, !
coming from rents on a small amount of service property and.the/dpera- i
tion of small bookstores. During the next few yen"a the amounts will
become significant as the colleges occupy /qew buildings, complete
construction of dormitories, ,nfl»,,pqd;x.‘tuaent support cetvi, es, ‘

fagr

! .
| e
|

- S : A : /
The cost of operating auxiliary ﬁm;erpt.iles will also go up ~n?

,
.




7/

v, T -

whatever profits f¥om operatiops thlt may be expected will not be large

enough to make any aignificanf dif ference 1n the funding of instruc-
tion costs in the future.. . | . , ) R

8. Miscellaneous Receipté .

The seven sources of funds described above represent the only
significant sources of funding available ‘to'the colleges, Miscellan-
eous receéipts from various and sundry sources involve a negligible’
amount of funds for the colleges of podiatric medicine,




__Appeﬁﬁ c
Sinnlery of the .
* Seven Major National Loan Programs )
Established for College and Universify Studemts
College &nd university studentq finance- their education from
seven sources of funds. These are: ! : )

funds from their parents or friends;
funds from their own sevings accumulated
prior to enrolling in college; .

funds from outside work while enrolled 1n
eollege- . -
N L3

funds from college work-stully programs;

scholarship assistance from govermment
agéncies,. the'colleges themselves, or«
other private eources;

-
>

) e welfare, social security, veterans, ard . .
b *"'“"“—Ttm'gmr ptymt:'““'v T

e rloens, ﬁx:rily_tlgpse nrovided under the '
various’ romental programs. (Othex
; sources of loan funds rdpresent only a =

;’, small percentege of the 'total bortovtu.) -

. The s¢ven nejor ‘hitional loan progrm for eollege and univereity
. stmlente a S : s

- 1 . N

l) Guerent,eed Student Loan. Progm (includ- .
. ing the. fed’e/rel Insuredgsmﬂent Loan
¢ Program): " ( O

‘~3 | r~—*2)'1ﬁ‘t‘lonil Dirgect Student Loan Pro;r./
E Health ‘Profe sions Student Losn Pro

e ,&) llureinngtudent Losn grim B /‘-
’ }

H .
i
’

5) uv Enforceme Bdueeti.on Progt. Loans .

6) . Un:lted %tetes Progrl- for Cuban
' Students ,

a




-~ 4

‘}d Prof‘euiona.l School Loan Program
S

_of Uni tudeyid Funds, Inc. v N

- . Although only two-‘of these .programs are mﬁiﬁh to stujents of v
podiatric medicine, the staff found that s comparison of the detsils
of the vatious programs was ‘helpful as work proceeded on dwelopﬁ.ntt\/
plan for podiatry students. Exhibits in a uniform format summarizing -
. each of the plans were prepared, the;efore, and are presented in t:«ho ' ]
following sections of th‘h appendix, .




< Table 33 \

Sumpary of the

Guaranteed Student Loan Program ‘
(Including the Federal Insured Studemt Loan Program)

€

Item

) ' Summary, Description - /

—~
PROGRAM
ADMINISTRATION

To make it possiblL for students to-borrow from '

-

private lenders to|help pay ighe? and voca-
tional education., ///f‘w/i.l ) -

. . /mi ' -
The program is administered by the Office of Edu-
cation. Capital fdr the Guaranteed Student:loan
Program (GSL) is ptovided primarily by private
lending institutions. .loans are insured by the
Federal Govermment {in one of two ways: /}

Ve
e a state or eligible private nonprofit agency
“guarantees" thel loan which is reinsured by
- the Federal Gove nt (25 of the 27 guarantee
_agencies participate in the teinsurance pro-
gras with the Federal Government); .

S
..

[V S s

P

| FISL 1oans, by the Office of Edycation. ,

| Federdl 16an funds may be advapced to

| fog Associmtion (salli

_ | paper.

4
4

"o under thé Federal Insured skudent Loan Program

. (FISL). the Federdl Government directly -insures
‘loans, throigh leénders, for students without
access to state or other guarantee programs,

Loans are made at the discretion of the lender
dfter approval by the guarantee agency Or, for

4

grdms or nonprofit private jmStituti

$ a apecial allowence (cur- .
m :g'efnt).':on outsundm
2

10an bal s to holders of ;GSL loans.
Cong aythorized the.est lishment’ of the . . - °
roment ~sponsored, privage Student Lodh Market-

which serves as 3
secondary market apd’ se for student”

B
e
.
\
<
D

of priva lenders, the

.
. PR——
. .o
- . ‘.
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Table 33 "

Su-a.ry of the

Guaranteed Student Loan Program (cont inued -2)

Summary Déscri_pt ion

RESPONS IBILITIES

= -

7

Lenderii""' Make and colfecz loans, inform the
student gnd the guaranmr wvhen the loan has been -
assigned to another owner. This last responsi-
‘bility is shared equally by the purchuer of”
student loans. -

Federal Government: Subsidizes loan frtetest:
ments for eligible borrowers during tlie in-schoo
years and deferment periads, -

pi{w
In casés of default,
gence” in recovering payments, the Commissioney .
der of the insured amount of the claim, and assumes

borrower... o i

and only dfter the lender has exercised "due dtll— -
of Education is responsible for payment to the len-"'”

responsibility for recwering such pay:ent fro- t.he' 3

[

N ELIGIBLE
) LENDERS -

and work with lenders in loan collection, -
Institutions: Must provide lend_.eri vith correct
information gbout an applicant‘s enrollment and
academic standing and the estimated costs of

Borrgwers: Must inform the lénder of changes 1n
enrollment status, -name, sddress, etc.

Financial of credit institutions which are subject
to examination and supervision by. the state or
Federal Government, as well as state agencies and
educational mst;:ut.ions as approved by the Com "
niuioner of Education

| To participate in the program, an imtitutton must

‘be one of the follovlng. . ) .

K an accrodi.tod institution of hi;hor odlleltton
oftcttn 'ar & tw-yaf progras;

- - . - -

Guarantee aguc!.es Approve loans, u({urer Toans, ‘

}1 nse&udttd pnbl:l.c cr mn:éfic neutoul -

attendance, as well as recommendations for gdvetn«
-ment . interest subsidy when applicable. - ... R




Table.33

. | ! 4
. Summary of the ) Ty
GCuaranteed Student Loan Program” (continued-3) R
- - . @ .
Item ) . Sﬁmmary’bescription . t -
. P . i ' R ,,
"ELIGIBLE | institution of higher education offering pt! ‘
INSTITUTIONS - - . least a 300 clock-hour-program (for correspon-
(continued) dence courses, at- least an average of 12 fhours
_ of preparation a week over a 12-week per is
’ _ requiﬁed), , e -
. .o a foreign institution comparable te a U, .iin-
! stitution of higher education or ajvacatjonal
| school which hds been approved by the U nis-
. ,  sidner of Education (with respect to logns to
e .. *mationals of the United States onl ). b
ELIGTBLE AR applicant mun ber - 7T T 277 :
f,S?UﬁENTS ST R R e .
Taw o - e, accepted by or enrolled in an eli ble school; . . . .. .o
. ‘ AR e T g . . ST
e st 'Qf~ -a mm mmmxu &taﬁgg:,,gx- el T e
Ll SRR in the United $tates for other € a temporary * -/ - |
.,.7/4‘{{" pur‘pose' And ] L - L
R ' @ at “jeast’a halﬁ-riufe student (‘f’ﬂ ’ Qtdtes re-
4 . " quire Full-time atte.xféangc). ' { R
.3__:_ o i ‘ Rcsidency‘reguirempﬁts vary among t e states. “ )
*“'AHOUNT S A maxi.mwi of 52 50¢ pc.r acadgmic y =
* OF LOAN. ., by $tudénts. in.m03t stacés. ' Total/ 1 o
{ may not exceed 87,500 for.underg
\\ rionaI ‘students; $10,000 ‘for gr:
mm loan may never exceed the co
- L \ other finaﬁcial ‘aid: received.
Loans may be used for any oducat r . .
cluding board and room, books and s o 2
) ' portition, and pereonal espelhu iu/ dddition t:o D
AR : tuitton and feas. P L . g
.‘. LOAN . - 7A£fidavit norrowers must exgcwne ;'dotn:dzec . :
- | affidavir, .t the proceeds 6f the loan will be L]
h ;*.used onty for payuent of educatioj expen N o T
I . . L (codtinued)‘ R :
— o - ’ h }lf - ,:/] -
- 'y .
- _ N ° ‘]/ ;'
e P S 127 - _~°~ I . i / ]
r 3 - ) -~ -..‘-.’(Z L L. 1’;:'— _ ' ' 4 T }ffi? ::?:T :ub




Table 33

-

Summary of t':he -_ -, -
Guaranteed Student Loan Program (continued-4)

Summary -Description

LOAN
TERMS

(continue;.!) ,

J

Promissory Note: Borrowers must sign ap
ndte for each loan.

- !
Grace Period: The grace period is nine months ko
one year after the date the borrowef ceases to be
M_ab ‘ast a half-time lstudent.
- Repayment : Repaymengusually begins imediately ®
after. the graee period, normally in monthly install-

.mentg-'over a period of five to ten years, A minimum
.of $360 per year must be paid on each loan. Loans
may be prepaid at al‘ry time without pemlty.

Interest Im:erest nﬁ to exceed seven percent
i .begii—tg accruing imediately ont the. unpaid loan bal-
‘ances:-A borrower whose adjusted family incomé is
| _less than $15,000 gutomatically qualifies for .
federal interest benefits on loans totaling up to
$2,000 per academic year (others whose ldfjlftted
family income exeepdq $15,000 or who,wish/to borrow
' more “than $2,000 per year may also Ke eligible
based on am assessment of need). For. efigible
borroversﬁ the Office of Education pays direc :
‘to"the lender all interest charges as they accrue
prior to the repayment period, All students are
responsible for paying 1nterést charges &uring the )
yment period, - g o eV -

’ ——-"...
S— Y

; S v

;"‘Insura __,!m insurance premiun of one pefcent -

each yéar of the total loan amount outstanding is
|, collectéd ip advance by the lender-from the Borrower
unde; staté or private guarante€ agency prdgrams;

r FISL the ptemluh/is lfmited to 1/4 of' one
cent. c'; ‘

L)
-

"Loan Ggncellatign: Full cancellatipn of a borrovet s
unpaid Joan balance plus accrued interest is alloved
unde o'f the follo‘:lng circmténces -

[ I3 / .

K death ' ) )

#.. permanent and total dinbﬂity

.v ofﬂchl nytficuion of bl.nkruptey




 Table 33
Si]nmary of the
Guaranteed Student Loan Program (continued-5)

]

' Summary Description i

LOAN
TT.RMS
(continued)

PROGRAM BEGAN

PROGRAM

- 1966

“Fnception Through =~ T
Fiscal Year 1975 o Fiscal Year.

Deferment: Repayment may be deferred for:

e active dt;ty in the Armed Forces (up to, three
years) ) J
e full-time service in the Peace Corps or VISTA

(up to three yet}s)/
e return to ful}- ime study 4t an eligible school.

The Federal Governmment resumes interest payments
during a deferment period for eligible students,
. . , 7

1976 Qegislaticn for continuation of| the program
is pending). 4 )

I

- 7,950,000 995,000 (est.) .~

. R . . ~/
$8.23 billibn $1.49 billion (est.)

4

-~

i
}

s e e _.;4.‘-.__.::‘. B S e

R



National Direct Student LoansProgram
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" Table 34

. Sumpary of the - . ° - .

y
»

AY

Summary Description

[}

B .
[N -
I

- ~PROGRAM .
. RESPONSIBILITIES

-
-

1BLE

. E m
r IN TIT/JTIONS

. v

To provide low-irterest-bearing loans at eligible
-higher education and vocational institutions for
needy undergraduéte and gra.duate-student’s.

The Office of Education annually distributes to ’
participating schools National Direct Student Loan
(NDSL) funds in nts determined by an allot
formula and applicatiions for funding éuﬁhittedmgi
the schools, Each rticigating #hpol must estab-
lish a student loan fund to which 1 coetributee
(from its own funds) |one-ninth of the amount of

. Lhe federal contributiom, * Institutfons are reim-
bursed each ‘fi'scal year by the Offide of Education
for the amount of their outstanding ‘student loans
that have been cancelled, These monies are fre-
~turaed to the fund, as age collections on stude ’[
loans. e . -

*-

w

e e e i 3

Institutions: receive student applications;/ﬁeter—

mine eligibility and the amount of the loan accord-

ing to a needs-analvsis system subjec;/to approval

of the Office of Education; disburse Yoanms to

borrowers; make loan collections, and provide fund
accounting reéports to the Commissioner of Educa-

tion.

A\

-

Borrowers must inform ‘the lending school of any
haeges in name or address until the loan is paid.

To, participate in the ‘program all institutione

must, be: . .

‘e located’ {n the United States, its territories
or possessions; and - -

. -

e an accredited public or nomprofit-insgitution
of higher educration offering at least}a two-
year progrem»appliceble towafd a bachgelor’s
degree' or

"} e an accredited public or nonprofit'vogefional

i

T (centinued) o




'

' National Direct Student Loan Program

Table 34 ¢

Summary of the ’
{cont fnued -2)

Summary __Deaéfi;fﬁh

_ Item __ .
S o i P e
14 - o
ELIGIBLE A institution of higher educati/on offering not
* " INSTITUTIONS less than a one-year program; ‘(or
(continued) -
e an accredited -proprietary institution provid-
: {-ng at least a six-month program of training
for a recognized occupation, which admits as
_ " pegular students only those with a secondary-
- - scho6l certificate or equivalent, and yhich-
* has been in existence for at least two years.
¢ , . [} v
ELIGIBLE .- |.An applicant-must be:’ | .
STENTS . s [P - , f
" T “! @ a citizen or nationaf of -tlie United States,. - .
or in the,United States for othet than a

-3?». .

temporwaL purp'ose 5,

Dcn,g ‘\é‘

-

- v
- ——

- .
AMOUNT OF
LOAN
s | a

" ledst a half-time student in a participating

» - -

-»—«- .it‘stitu#ibh and ] s

in TS need of the loan to pursue a course of study. :

Exclusions in accordance with federal regula- : .
tions, no student-6f dedicine, dentistry, osteo-
pathy, optometry, podiatry, veterinqu/medicine,
pharmacy, nursing, or ‘criminal justice who may be
eligiblewfor a Health'Professions- Student Loan, a’
'Nursing-S'tudent Loan, or a Law Enforcemént - Educa- °
tion Loan miy receive a loan tnder the NDSL program,

Undergraduates 1n—thetf’m yedrs or- students
in vocationalprograms may bo‘):row a -total of $2 500

i (the mximquan-—pO#Ayear) . ‘ ‘j

Undetgraduntea leted tvo years of '+
study toward*the bachelor 's_dagree may borrow up .
total. of $5,000 (including amounts bmwed
( the fi‘i@two years). - ,

g

te or- professioml-dégs!e students’ uy bom
a total debt of $10,000 (:lncludin;mun_
as an -uurlergradute). ;

4

-

\ ’

as

.?6‘
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o Item } S Summary Description_\ R _; '
. . . R ' *
e - LY . B = AR

! : : ' ‘e\.

LOAN -TERFS , Affidavit:- Borrowers must 'sign an a f}iilavié stat-' o Y .

ing the loan will be used onIy for edugation . 3}..

L

expenses, t .

[+ ..
- ' PromissBry,Nott;:. Borrowers mus
note for each loan. Pl
A .- ! 7 N . 7. .
. SR Grace Period: No repayment are required and no
/ J interest accrues during th

%Reggm nt: Loans plus Qccrued iuterest are/payab]j RS

: over ten years beginning imediately after the :

] . grace peridd  expires. Repayments are made in equal

. - monthly, bi-monthly, or quarterly installments, at . .° -
et s S | 52 . rate.Of DOL. m&tham$3mm_mth1 w!rhe:e_ﬂtsmmw- PSS

- s penalty for prepayment, : S

L+ e

Interest: Interest begim, to accrue att/t}le rate . j‘.-
of three percent persyear immediately after,the . .. .

/ ' ‘grace period expige:., ut not during periods of ; Lo
. deferment, . . - ' ) ~

’ + | Loan Caneella.t’onr: Cancellati‘on is ayailable ,for. o

P s [N - v
.

. e full-time teaching in a publi'c or other non-
- profit elemémtary or sgcondaxy school with a

o high concentration of students from low-income

_ . T, * .families or for full-time teaching of handi- - .-

B , T "1 - <apped children in a. public or other nohproflt . '

e . . , ) elepeutdry or secondary: school system (at the “ P S
" f o 1 ' rate of 15 percent.of the total ougstanding T

I . principal amount of the loan plus accrued in- Al

A SN . " terest for each of the first and second, . years,.

- o, 20 Percent for each of the third apd ‘fourth :

' ' ' ’ years, a’nd 30 percent for the f.ifth year). L e

. I Lo o o
S I ~ " e work as a Eull»time staff member i.n s Hea&etn:t
~ L -~ - programprovided salary is no more than that .

S RN of cmpsrtblt lacai *emplo;vees (arthtrtte gf
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S'unmai'yofthe' N A<
National-Direct Student ‘Loan Program . - (continyed-4)

s £ - 2 ’

< * () -

. ‘) - Stmmary Degéription

>
AS

- LOAN TERMS - 15 percent per year pl accrued i,,nteﬁ‘st, up,

(contim;éd) - ‘to 100’ perce.nt of* the Qaﬁ‘)‘\‘ e

. service as a member ‘of the Armed Forces 1n an
area of ‘hostilities (at the rate of 12.5 per-
cent of pripcipal plus accrued inter st for each
year up to 50 percent of the lban) X \.

- .o

TFull cancellation of a_ borrower ‘s unpald loan bal-.,

ance is, @llowed, upon receipt of official notifica-

tion of- bankruptcy.

Repayment may e.ferred atﬁ no 1n-
accrues during p(riods of y -
rvice in.the Armed Forces,. ‘Peace Cprps, or

Tﬁp“*t”o threc-years}“~~— B

959 (oviginally the National Defense Stadent ‘Loan
rogram) . ST e, L .

/ . . w ooty | , .
1976 (legislation for, continuation of the program
is pendilg), . Co

- - P
. ¥

ncegtion Througlg Fiscal ¥ur 1975

6 Smflliorl loans iuvolving ath estinated
3.5 m:lllion students.

55 z Billion of which tlfffederal contribution
was $2 8 bglbion. , L -

. 4! | , .» v F..ﬁ:

.




Table 3 ) .

‘ ~ - — )
. Summary offthe - P -
- Health P;ofessions Stydent Loan Program ° ‘

L )
. v - . \ B N ""
Item e o Sﬁp+aqyﬁggﬂ¢iﬁpﬁiﬁnf»' '

.

’ v

- r ' - ' S b ;’ R v ‘ ' :
PURPOSE - ' To provide long-term, low-interest loafis ‘to atudents v
: 'in specified hea #h professtons, ) Lo .

o v §
e " LY
'

f . . . ¢
PROGRAM - q Federal funds are allocated annually by th;YNational .

«ADMINISTRATION Institutes of Health to participating schools of

. ‘ medicine, dentistry, osteopathy, optometry, pharmacy,

« ' X podiatry, and. veterinary medicine. 1If requests for ,

: : s funds exceed the amount available, allotments are
‘determined by statutory formula, Each participating
school must establish a Federal Capital Contribution
Fund, to which the institution contributes from its
{ own funds one-ninth the amount of the Federal con-
‘tribution. ,Collections of principal and interest on

. ' student loans are returned to the fund and re~lent
, to stuydents. Institutions submit fund administration
reports to the U.S. Government on an annual basts.

PUCT S

[ N — R e -~ .

PROGRAﬂ ‘Institutions: Select lo recipients accotding to
. RESPONSIBILITIES needs-analysis ‘system, determine amounts of loans,
I : + - | and disburse loans to borrowers; dnform students
' regarding interest charges on the loans; conduct
. ,};7 exit interviews when borrowers.leave school; make
/ s ; loan collections. -

Z. . * B e e h i Rt

o

s .

Borrowers: Must inform lending school of any change -
\< . .. | of name or address until.loans are paid. T

B ELIGIBLE . To' participate in the'program a school must be:

INSTITUTIONS ° , : ‘

R - | ® an accredited public or nomprofit private school -
. of medicine, dentistry, osteopathy, optometry,
'pharpgcy, podiatry, or‘veterinary medicine pffer-
e, }... ing a program leading to the first professional ' .
: ] " degree; and - - , :

&

. o I - '
® "located in the United States, its possessions
. %, . | .. or territories, : o

" ELIGIBLE An applicant musti be: . - ’ ) -
* “STUDENTS : : Coe [
' -} & a citizen or

-

tional of the United States, or - e

S L



He

o r s>

o . R 1 ‘—Y\
. . o / / \
Item - S Summmry Description”

ELIGIBLE ‘ . in the Unmited States for other than 7/4?£po€fég//

STUDENTS T ‘ purpose , /
(continued) ' il

-

" enrolled or accepted for enrollmen as: @/full-
time s;udent in a part1cipating scliool;~and

,
Exclusions Preprofessional

dents,. and students pursuing qév ¢ed training are
not elﬁgible for a health prof ions studerf loan.
|

Natiomal Direct Student Loan (NDSL) program.\\So.
long as a school participates in the Health P fes-
sions Student Loan program, no ‘studenmt eligible\”
for a health professions loan may receive an NDS
loan (in accordance with the Health Professions’

| Educational Assistance Act of 1963 and subseque

amendmeq;s to the Public Health Sarvice Act).

AMOUNT /
OF LO%N per year; however, in reality, the maximum

varies from year to year, according to progra :
appropriations and is\subbtantially below ‘th max -

L imum authorizatign. - | A g
LOAN TERMS | Promissory Nogé Borrowers must sign a pfomibsoﬂy
‘- note for each loan. . o
\\\ ’ A . !
Grace Period: The grace period, during which ing
terest does not accrue and) répayments are mot re-
quired, begins immediatel after the borrower
ceases to be a’ full-time studeat., Loans made
after June 30, 1969 have a one-year grace period;
loans made prior to\$uly 1, 1969 have a three--
year grace period. | .
) .
Repayment : Loans/plus accrued 1nter=st are pay;
| able over ten years, beginning immediately aftér
the end of the grace pt riod. Repayments.are hade
in equal or graduated ' nstallments. There is no

»
o

M?Eontindgay— '
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R Tab}a 35 . .

Summary of the

Healqh ?rofessiona Student Loan Pr gram (continued 3)

3

Item

T T O
[} |

'Sumﬁary Description
N .

LOAN TERMS

(continued)

e - permanent and- total Qi:abil}ty {

l +

penalty for loam prepayment (Note: borrowers '
intending to practice in a shortage area will have
to consider that prepayments will result in a re-
duced base ypon which the amount of yearly caﬂcella-
tion is calculated D E

Interest: Interest begins accruing immediately ”,
after the grace period, but not durijgrperiods of
deferment. All loans made;after June 30, 1969

carry an interest rate of three percent per year.
Loans made prior to that\date carry the interest,
rate then in effect. v
Loan Forhiveness: Students who received loans on/
or after November 18, 1971, and who fail to com- '
plete their health profesgions studies, may have
their outstanding loans repaid by the Secretary
if,they e

] ,areiin exceptionally needy circumstances;

e are from a low-income or disadvantaged family;
and :

N
’

® cannot be expected to resume study within two
'years, |

Loan Cancellaticu. Full cancellation of a borrower's
uynpaid Health Professions Loan Balance plus accrued

‘Interest is allowed for:

) death

0} ! . \

, \ S
Cancellation of Health Professions Loans Made Prior
to November 18, 1971: Cancellation provisions in
effect at the time these 13 ns were made are still”
available to those borrowers who .

-

e are licensed to pxactice medi ine, osteopathy, .
dentistry, or optometry. C

(contiaued).

§3 ' . ' L
o~ \ld'\) ‘ N P




Table 35\
| B 3
Summary of the -’
Health Professions Student Loan Program (continued-4)

~ T
-

Y 4 Summary Description t.
13 o s

LOAN TERMS
(coneinued)

. S f ‘ R
Repayment of Health Professions Loans Made' After
| Novzﬁger 18, 1971: These loans may be repaid in

@ agree to practice ina designated shortaé@ area
for twelve comsecutive months; and -

e receive certification of eligibility for can-
cellation from the appropriate State Health
Authority. .

- 7 :

Such cancellation is available for up t¢

e 50 percent of the unpaid balance of the bor-
ower's Health Professions Loans the rate . :
f iten percent for each complete year of ,
rdctice in a shortage area certified by the
tate Health Authority; ’

> . &
e 100 pe%tent of the unpaid balangb\of the
vﬁ“Health Professions E e rate of

shortage area also designated rural and low-
income, . .- ' ¢

Or, students with loans mad€ beforé November 1971
may choose to enter into an agrwement with the
Secretary of Health, Education; and Welfare 20
serve «in a shortage area, whereby portions of their
-outstanding loans may be'rd?aﬁdwby the Secrftary.

' Vo .

IS

part under agreements with the Secretary of Health,
Education, and Welfa¥e.as follows: '
‘Repayment of Loans Undér;ggggkment with the’
Secretary of Health, Eékcatioﬁ, and Welfare'to
Serve in-a Shortage Area: Individuals who have
received a degree of doctor (or equjivalent) in
medicine, dental surgery,*osteopathy, optometry,
podiatry, pharmacy (B.S. or equivalent), or veteri-
nary medicine, may enter into agreement with the
Secretary of Health, Education, and Welfare, at

o

.-

-
-

~(continued),

fifteen percent per year for practiee ima "1




- press |

SunnIry of the A
Health Professigns Student Loan Program’
| ‘.

4

Sumsary Description /

7

his discretion, for repayment of-a portion of all
eligible education loans incurréd in meeting

costs: of attending a health professions school, 1
return for two or three consecutive years of ser
vice in a designated. shortage area.

Under the agreement, balances of eligible 1
outstanding at the beginning date of service plus

interest are repaid as each loan installment falls

due, Wwith an addit 1 payment at the end of the

service period to -bring the total payment by, the

Secretary yp to 85 percent of the outstanding bal- . ,
ance, plus interest, as of the beginning date of

setvi.ce as folloys: ' :

o 60 percent after conpletion of the second/year |
of service; -

: thi.rd year of service, -

-be.half failure to couplete t
a-contract were entered into)
1iable to reimburse the Secre
‘on their behalf for the third [year.

_Deferment of Payment: Repaynent 1is %r’red and no
interest accrues during periods when the borrower:

L . .| ® re-eriters (within the. grace period) an eligible -

o . : ‘health professions school for full-time study; | '
? ' » ! -

. o perfarms full-time, active duty in the Armed

. ’ T . "Forces, National Ocean Suivey;- or U.S. Public

o ‘ sHealth Service, or serves as a volunteer under T
the Peace Corps Act (up to' three years);

Q A - = _ ‘ §




Table 35
Summary of the
Health Professions Student L

nced professional training of at
ic “beyond tie first pro-

fon e, including internships and
encies, 'ﬁ i /

\

(Note: For loans dated on or after November 18,
. 1971, there is no limitation on [periods of

advanced professional training which may be de-.

ferred. Fof loans made before ember 18,

1971, but” after June 30, 1969, deferable periods:

of advanced training are limited to five years.

For loans made before July 1, 1969, periods of

.advanced professional training of up to five -

. years may be deferred subject to the lender's
and the Secretary's approval r- provided that
in no case may the total length of ‘the defer-
ment and grace period exceed six years.)

Sp———

1965 s

1976 (legislation for #ntit;ua‘tion of the program
is pending). .

: |

Inception Through .. — ‘

Fiscal Year 1975 o Fiscal Year 1975

i (estimated) : <. __(estimated)
S

b4 -

261,422 29,211

$35,980,000 -

$282,843,476

pa oo w——— Jo——
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Nursing Sgudent Loan“Prograh

Item

ry Desc iption' e

FPd
—

PURPOSE

PROGRAM

O / ¥ - 7
- <

provifle long-term, low-interest loans to stu-’. ,
dents of] nursing. 7

- P
Federa] funds are allocated annually by ghe National

* ADMINISTRATION | . Instituges of Hpdlth to participating schools of

nursing, If requests for funds exceed the amount
available, allotments are determined by statutory
formula. Each participating school establishes a
Nursing Stmdent Loan Fund to which the school con-
tributes from its own funds not less than one-ninth
the amount of the federal contribution. Collections

. ‘ of principal and interest on st:}ght loans are re-
f:;///// turned to the fund .and re-lent ¢o students. .Insti-

ELIGIBLE

"RESPONSTBILITIES | determination of need; maintain records of approval

INSTITUTIONS

tutions submit fund administration reports on-an
annual basis to the U.S. Govgrnment.

Institutions: selég; qualified applicants and make

A

and disapprovidl of applications; inform students
about interest charges before a loan is made and
conduct exit interviews with borrowers before they
withdraw from school; make loan coklections; a
submit fund administration reports to the Secretary
of Heaith, -Education, and Welfare. .

Borrowers: :must inform the school of anj'changq‘of

-'| name or address until loans are paid.

To be eligible to participate, a pchooi must be:
s

® an accrgdited public or nonprofit- private school -

] of nursihg offering a program-leading to not

”~,

i
' . I‘ s. .in the U.S. for othcrftgiﬁ a -temporary purpose;

less than a diploma in nursing;

i ‘located in thé United States, its é&sseasions,
! ~ or territories. T o

,Ah!applicant iﬁst be:” - "
® a gitizen Ot,na;ionai of the United States, or

-
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Table 36

—

Susmary of the L=

Nursing Student ~Progran " (continued-2) .,

/ N vsf.m’ -;y/lr)eﬁ;:ript/ion

Item \
4 4 / S : - -
’r L3 . / // B -. ] - /;/
ELIGIBLE e enrolled, or accepted for enrollment; in an
STUDENTS

" (continued)

| 1s enrolled An a course of study exceeding the nine-
| month academic year, the ammual ,nénin be in-

eligible school as at least a hl.y/t!.ne student;
and - i

a course of study,

pates in
gram, to stpdent
tudent Loen may| receive . -
ent Loam. - ‘

eligibPe for a Nursi
a Natiomal Direct S

. e ]
gfy be borrowed perlacademic
year up to an dggregate of $10,000. 1fla student

proportionately -- the maximum sggregate, *

4 A maximum of $2
OF LOAN
. (’/’
L creas
THowever,; remdins the siaae,
LOAN TERMS ) issoxy Noté: B
“note for each loan,
.
Y e
R \\\ P
P \“;
‘ period; loans
“ | one~year grace period.
- ."penalty for prepayment.
- 'I
- ~/ -

-1 Grace Period: 'Bepténent of: principal 'ia not re- .

s ,

rowers nu/s: sign a r@yrff o

.

quired and interest does not dccrue duripg .the grace
period which begins immedistely when the borrower
_ceases to be at least a half-time student, Loans _
made after June 30, 1969 have a aing-month grace |
made prior to July 1, 1969 carry a B
(Note: for loans made prior
to November 17, 1971, the grace period begins when
rthe borrower ceases to be a;gnll-tt-g student.)

o Repayment: Repayment begins immediately after the

*] grace period, with equal or gradusfted installments -
extending over a period of ten years. There is no
(Note: Students plamning
to enter ‘employment as registered ‘murses fbr losn
cancellation purposes will have to consider the
effect. of prepayments on the bise amount -on which
yearly cancellation is calculated.) . -
m’-ﬁ‘.—“’%’* All loans mede after June 30, 1969 carry:

» el

;;' "_ 9 "‘ﬂt ‘.--"

M

' :'_- :141‘"’ o
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Table 36
R
Summary .of the "
ng Sé\}eﬁt Loan Program
- . i

. ¢

Tt e =

(cont imied-3).

. ‘Nut"\i

0]

Stmr'y Description

.] unpaid on the daté such employment begins for each-
. co-plete year of enploy-ent }

an interest rate of three pet;cent per year, which
begins tQ accrue after the grace period expires,
but does not continue during periods of deferment.

Loan Cancellation: Full cancellatfon of a borrower's
unpaid loan balance, plus accrued interest, is -
alloued under either of the following ci:cmstlnces'

o death
° pemanent and total d:lub:ll:lty

’

liation of Nursing Student Loans Made After -
Ncmber 17, 1971: Cancellation of up to 85. per-
cent pof these loans is available for full-time
e-playnent as a registered nurse in a public or
nonprofit private agency, institutiom, or’vr;ani-.
zation, at Tthe rate of 15 percent of the 1qan bal-
anceé outstanding on the date of beginning s
employment, for each of the first, second,
third conp}ete year of employment, and 20 pe
for \each ‘complete fourth and fifth year.

[N

: nt
\
Cancellation of'Nurs Student "Loans e Prior
to November 17, 1971: Cancellation of up to 50
percent of the total amount of these loans plus
interest \!.s available for full-time e-ploylent

as a registered nurse in ahy public or nonprofit
private institution or agency, at the rate of ten
percent of the total of such loan plus interest

unpaid at the date of beginning such e-ploynent,
for each year of elig:l.ble enploylent.

Cancellation of up to 100 pércent of ‘the total '
amount of the borrower' 8 loans plns interest is
available for full-time ‘employment as a regmere(k
nurse ‘in awpublic or ‘other admprofit hospital in

& designated shortage area, at the ratecof 15 per-
cent of the total smount of loans, plus interest,

/..'

L}
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Table 36 - . .

Slmary qf the
Nu:sing Student Loan Program

- ke

(continued-4) .

Item

Summary Description h

L
(co

_TERMS
inued)

Repayment of Loans Under Agreement with the
Secretary of. Health, Education, and Welfare to
Serve in A Shortage Area: Individuals who have
| Tecedved a diploma; associate, B.A. (or equivalent),
or graduate. degree in nursing may enter into
-agreement with the Secretary- at his discretion for
"| repayment of a portion of all eligible education
T loans incurred in meeting costs of attending a °
school of nursing, in return for two or three
. | consecutive years of full-time sexvice as a
registered nurse in‘a designated shortage area.

| Under the agreement, balances of eligible loans

''| outstanding-at the beginning date of service plus
interest are repaid as each loan iMtallnent: falls
| due, with an additional payment at the end of the '

gservice period to bring the totaI payment ‘by the
Secretary up to:yp

1Te.-60 percent (of outstanding balance plus in- -

terest as of the beginning date of service) -

|, after comp&;t'ion of the second year of service; -

. 1 ] . N

e an additional 25 percent, up to 85.-percent {of
outstanding balance plus interest as 6f the
beginning date of service) after comp etion of
a third year of service.

Failure to complete two- years of service makes the

J borrowers liable to reimburse the Secretary for

any payments made their behalf; failure to com~

plete the third yeat (if a three-vear agreement -

. were contracted for) makes the borrowers liable to

reimburse the Secretary for similar payments made

on their behalf for the third year. .

Defernent. " Intérest does not accrue lnd repaylent
is not required during periods when a borrower:.

. re—egtere“(wi_tl\in the graeevper—i?sl) an ‘el:l:sgble A f’ h »—~

' - - ' R - 1L .. - 3 L. .,': ou::-;i

— v i s o - it o e ; vt s ="‘:!.

T e . ' (continued) o e
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o Smary of the o [ o
f | - Nurs*ng St{dent L /rogram . (continued-5) :
¢ L doL M - 4
< — . LA N
, ) ’ Item ' \ / 5\11:417 Descript:lon
' b )' B , .- |
- T , school 6f nursing for mot less thqn 4 half-time
‘ , cour ;E study; v
r s % ' * i ’ s - B
- T ® serves as a member of a uniformed service or. s
‘ thg/ eace Corps (up to three years); / / ¢
e ' t ‘A e pﬁrsues advanced professional .training in nurs- .
: , ing. (Note: ‘for loans made before July 1, 1969,
/ all such periods are deferable., For loans mide iy
' " after June 30, 1969, this period is li.nitel to/ )
* I | five years,) ! /
. , . '
' PROGRAM BEGAN:' 1965 © - . ' - . e
PROGRAM ‘ . . . :
TERMINATES : 1978 / ‘ T v - T . L]
) - "“Inception Th ugh | . g , : /
' . 7 'Fiscal Year 1975 .. Piscal Year 1975
P ¢ - . _ v . i .,‘ ‘ ) , )
LT /'mnm:n OF mlms ] 253,179 : T 22,500
s ’ ' H
e ' - s . - . ]
S DOLuR voum .} s177,007,858, - / $22,800,000- -
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- s ' S ry of the N K .
. . " Law Enforcement Educdtion 'Program Lotns ' ' -

p €a 0
r
. >
-
.

» Item . \Sumﬁsry .ﬁescriptiép r SN
. . . g — { nd *.‘ i . ) \ '
To p*i'ovide highe eduéstion loens to, students | ' . )
- ’ majoring in degred programs_ in preper;l them fof e,
" VT Lo eriminal justice emplay;nent. . s S R .,,, “
I - - +'] -e . . d
~ PROGRAM FQ‘ g’l‘he Law- Enforcement Assistance Adninistra&ion CLEAA) L
ADMINISTRATION ° inder the general authority of the Attorney Genmeral .
S .| administers the Law Enforcement Education Program. .
- ) (LEEP) through its ten regionsl offices, Thé sanmual = - .-
. LEAA a ptdprietion 1s distributed among the regional ,e

' ’ of fices which evaluate annual applications from - T,
v ’*‘;093. eligible institufions. All funds disbursed to sh.~ . .
,T oo TS institution must be accoupted for at the end .0F the oo
: ' fiscal year, either in the form of ‘approved student” .,
e : ) awvards and/or refund of tmexpended dollars. e . '
"**'W"**—W“W'W“:"‘"“rw wﬁ‘igw—jct' —
° . RESPONSIBILITIES | mbmiter, and evaluate pfogram activities. The. N o m
’ . |-0ffice of thé Controller processes all institutional A
grants and student notes’ and supervises billing and oo
collection activities.
Instititions: Determine student eligibility, accord-
.- ing to LEAA guidelines; usign loans_to eligible .
i ‘ o students; obtain borrowers' signitures on notes;
1. . | provide career and financial counseling for “pre- SRR
: .  service students (those mot yet employed full-- - . - Sy
BT - .| time in criminal justice) and inaintain sppropriete A o
’ program records. - - ’ -

L]
-

A . LN , |
o Borrowers- Must 1iform 1ending sehoolr or L!AA of .t F
. " | ‘any change of*name or address sfter -cessing to be o .
Ao fnl].etine students, L TS e R
To pntticfpm in the loen portion of mr an. 1g- o
stitntit)\ﬁ:tg ___’________,_.___,_ o > EEETE 2

.- |'e _bea'ful -secr‘dited tublie or ponprofit iu- . v .oy
7.7 .o - atttytion of higher educa;ion offering at ‘hut. LT

Lo e HE e twoeyear progras-with: cre&i;s swueeble . “; N

Ty louta a bachelar's, degres; - Sl e TR

L] ' +
. ..‘«_‘, ‘ R L3 O

L'} ) . s
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4 / Sumnary of the '

¢, ) Law Enforcement Education Ptogram Loans ' (continued-2)

-

Item - ’ ) "3"’ :s, Summary 'Deagiptio'n "

‘ :%W"'_ ,‘y ﬂ”“ - SRR P
ELIGIBLE le bea dagree-granting institution witlr authority
INSTITUTIONS to contract and mamgevfedersl funds; . .
(continued) ~ T <

. o ‘| o offer a degree in a fleld of study 1n accord- .
.F . . ance with program gui.delings, . '_,

P

* -

rov T ‘. develop and ‘sponsor a crimingl justice 1n€crn-

' Ao . ship or work experience program-as wpart of; t.he

’ ' ‘preservice progrm, not glependent upop LEAA “fund -
v -5, ) ’1n8a ampr . .

. . o
. ! ’ . u.

Tae v e provide plae&ent services for pmervice stu-
) dents .seéking crﬂninal‘ “justice employment, . -,

. " Q.

a2 . . i .

~ ELIGIBLE - An applicaht must be'J < : : ..

3

i 4

P . . .- s

ot o : . S N e
] a.full ~time pioﬁenional emplovee Gf an. eli.;i.blerf .
law enforcementvor criminal justice agency, a .
state or_local cgim‘lnal jJustice planner, or a. '- e _
preservice udent (i.e,, not yet employed 1n'v T
8 criminil Yastice agency bqt preparing. for ,
c;;miml 4ust1ce anployment), ‘ x

)
-

° enronod or accepted for enro} lment as fuu- ) S
- time studont i a ptrtieipttlng schooly in o w
program leading to a &egrég or certiftate n- , . ., -

a ln enforce-ent-rahted aru, ’, no TETe
.o - 1Y . . . s .

\

e committed to’ obta:ln!.ng or ruuntng fuu-tm R ', Y
-employment in criminal justiée.after completion - ' B

. of full-time- skudy, — . I

oo s
Vs . PR C e el

) eftizen or- mtioml of. the bnttul smu. o e

<

* in thé U.S.- forothorthanttapot" o T ;

L holdor of a Soci.al s.cnr;l.ty m-bu- md /A : S
|l at lo‘cit ueoncf-zur atuhnt (pt urvtc- T VL A
-tudcnu ‘nly). - Lo
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- AL L Summary of the R o :
. T T ‘Law EnfoRgement Education Program Lonns (contipu -\3\) 2
- e A . - /\ . \\;." ) |
Item . \ l 7 7\ Summary Description )
I .
/ N
k S ]
.
M ELIGIBLE ' | (Note:, Preference is given'to police and corfec*
STUDENTS tions Lersonnel ‘on demic leave from state or
(continued) ‘10c31/agencies ) ' b,

‘r . -
o A N
.2 " OF "LOAN
;- »
. e;;;:"""w‘" oo
. . ~
LOAN TERMS
’ . f ’
¥

g

i
Exclusions: _An ‘applicant may not be eligible for a
LEEP loan if he/she receives othe? funds to pay the
costs of tuition, books, and-fees or is a law en-
forcement officer who will be reimbursed retro-
actively by a state or local gqverunent for educa--
tion expenses. The LEEP guidelinea's manual provides
- further details about these ¥xclusions.

. &

© $ &

Maximun loan per academic year is $2, 200, or the
cost ef tuition,’ fees, and books -- whichever is
less. Personnel on dcademic leave to attend school
| full-time may qualify for loans beyond the _cost of

tuition, fees, and books -- but not to exceed
$2,200.

Note:° A borrower must sign a promissory’
A co-signer is required in the

Promisso
note for each loan.
case of a minor,

& .
\ .

Grace Period: The grace period, during which in-
terest dpes not accrue and repayments are not re-

1 quired, begins immediately after the borrower ceases

to he a full-time student, and continues for six

Repayment: Loans plus accrued ﬁite:est ari pay-
able .over ten years, beginning immediately’ after
the grace period expiref. .Repayments are made “in -
equal quarterly installments of gt least 5150. :
There i# no penalty for prepayment, .

!

R tetest: . Interest Accrues at seven percent a. z:ﬁ
-, . v, - c@nencing at ‘the beginning'of tlie repaym:zpe o’

gg_ _cl_ncclhtion- Full cancvlht.:lon of

unpald

months. .. ‘ o
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Law Enforcement Education Program Loans (continued-4)

Table 37 -+

Summary of the

Summary Description

LOAN TER}S
(conmt thued)

«

'

K serves ‘as a member of the Amed Forces (up to ¢ r T

1969

.Inception Through Fiscal Yeat 1975 - e .

the loan at tlie rate of,
complete year of:

e service in full-time criminal justice employment
(a full-time’criminal justice employee on leave

- for educational purposes is entitled to cancel- 3§

.. lation credit while in school at the 25 percent
per year rate);

e full-time teaching i a criminal "justice related K .
degree program at a LEEP participating {nstitu-
tion,

R /

borrower: s [ .
. ' . ) :

4 years) H .

) is a full-time student . ‘, . *

Payment is deferred but interest does accrue in

approved ‘cagses of undue hardship when extraordinary
circumstances prevent borrowers from tepaying their _
loan obli.gations according to the established S
schedule., .

1976 T - oo

- .
v A
.

. 129,710,

$57,287,088 (estiml%pd) .

.
0 .
0 3 P L3
. ' 1‘8‘. *
- - \ »
: .
e . .
- -
s o7




United

Table 38,

Y .'%unmavry of tyge ST
States Loan Program for Cuban\Students ' .

W

Item

ca
»

. St\mary DeSscription -

PURPOSE

a

PROGRAM -
_ ADMINISTRATION

L] v @

ADMINISTRATIVE
+, RESPONS IBILITIES

' ELIGIBLE
INSTITUTIONS

.- ELIGIBLE
STUDENTS

| ¢ be presently participating in the Natioml'»'

To provide lbhg-;term, low-interest-bearing'loans-to ~
Cuban national "aliens" in the United States.

The Office of Education distribufes loan funis to v
participating institutions of higher eddcation on _ .
the basis of need estimates submitted at least ome
month prior to the beginning of each enrollment
period. o o A L "
Participating institutions select the %overa;- -
determine, on the basis of need, the amount of the '

loans; and disburse the approved loans to the

borrowers.

The Federal Govermment collects the loans, Partici-

pating institutions must submit the students'’

_applications and promissory notes to.the Office”of .
Education and report when BOTTOWers CEAse to be~ =~
students. ‘ ' i .

The borrowers must inform the Office of Education
of changes in status$ name, address, etc., until
the loans have been repaid. -

A

| J

To participate; an’ institution must 3

Direct Student Loan Program; ’

R N o - k. ' , .‘ / N

e execute an agreement with the Commissioner of
Education to.establish a Cuban Student Losn

, Fund and to make loans only to eligibls Cuban. - '
students. . . e “a

®
[

’ ~ . ' N " v ) 7y
An applicant must be: -* - Yoo
: , A w ™ .
g . '
e a Cuban national with "alidn" Btatus in the -
U.S. who-1s currently participating in the L
program (no new applicants now being accepted); . 7/ ,

»”

S

"¢ tenrolled or accepted for enrollment as at least . °
. . ) o .
g . . " |

P T . «c T - (copt'i{‘med)
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- '+ ' Table 38

Summary of,fhe . N TS X
United States Loan Program for Cuhad'Students (continued-2)
; . c | A\ kR I

- Item | ; | . ;\{fmmary 4escriﬁ;}gs

; \ a half-time und -rgra ugtle or gfadqatevstuﬂent
in an eligible fnstitutipn; and - v

~ ‘ .
= J / : ® in need of the loan pursue a course of
o] ; , :

study. \ _ 0

+«AMOUNT Undergraduates: maximum of $1,000 per ac/ademic ,
MN o year, mot to exceed an aggregate total ‘of $5,000.
s . . S
. te or siona]l de students: maximum
. ’ of $2,500 per academic year, the total aggregate
e loan (including'undergraduate study) not to exceed
$10,000. . ,
! -
Summer study to accelerate progress toward a degrele
alé'wy a borrower to exceed the maximum ax}nual 1
| amounts by a maximum of $33.33 per summer 'credft /| ... _ -
or undergraduates and $83.33 for graduate: |
Maximum annual loan, thérefore, for student
fling for a full-year is $1,400 for under-
aduates and $3,500 for graduates, /
h/ . . , {/‘
Prom s/sorys Note: The borrower must %1311 a promis-
sory notei for each loan, | -

period: The grace period, during which no

st accrues and no payment is required, con-
sistg of 12 cogsecutive months immediately follow-
ing [the dat e borrower ceases to be,at least a
half-time Ftudent, " -

Repayment: In ten equal annual installments of -

principal and interest beginning immediately after

the grace period expires. There ig no pehalty

fog prepayment. Arrangements can be niad .before

the grace period ends to pay the amount due

annually in several installments. [

Etntez"est:' Interest begins to accrye at the rate -

of three percent per year immediately after the

grace period expires, ‘but not during pfetiods of -

deferment o SRR R
R . - % } /. |

/\’,i,‘ o e (cont;lnu,e?%

. e
N . . - 2 .
y . - asd - .
N , ! - » ; . ' ‘s
! - ] & . A v v L AT

-




»

United States Loan Program for
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¢ Table 38

. '
! i

Summary of the ‘ ‘ )
Cpban Studénts (conti -3)

e

Py

- . : - I ¢

Item -Sumnary Description R ol

L()\N~ TERMS ‘. Loan Cancellation: Full caneellation of a Bor- :
(continued) .- | rower's outstanding loan balance, plus accrued

-¢ outs

|

' #aterest j.s\'aﬂgl.hbie for: - ,

interest, is allowed under any one of the.follow-

ing circumstances: '
e

e death ..

e permsment and total disability

e official notificatiton*df bankruptcy.

I

- Cancellation of Loans Made Prior to July 1, 1972:
Canc tion of up to 100 percent of the total
ing principal amount of the(Joan plus
accru / interest is available for:

. ful,&-time teaching, beginning academic year
19‘29-70, in a public or other nomprofit school

___with a "high concentration of students from

S |

-income families,”" or for teaching handi-

" cdpped children in a public or other nomprofit
elementary or secondary school (at a rate of
1; percent per year). ‘

Partial cancellation is available for: 'J,'
fyll-time teaching service in a public or other
nonprofit elementary or secondary schoo), in-

. stitution of higher education, or other institu-

tion participating in the National Direct Student

Loan,program- (at the rate of, 10 percent per

year up to a maximum of 50 percent of th¢ out-

standing léan balance, plus accrued inte st).

noellation i

ing principhimiewnt

£ ’f}ll-tl‘ag teaching in a pubi';ic:p}'xpthcr' o
Profit elémentary or secondiry s with &
high concentration of students fr DG

_t




Table 38
Smry of the
United States Loan Program for Cuban ‘Students (oontinned-l&)

N

—_—

- - *
.

e ] Nmuim:mﬂ.n_(n_tha_nm_nf__lz.j_pe_

Item i . . . Swummary D'ercription : '
LOAN TERMS families; or/as a, full-td.ne teacher of handi-
(continued) capped children ﬂl a public or other nmonprofit

elementary or secondary school system (at a
rate of 15 percent for each of the first and
second years, 20 percent for each of the third
and fourth years, and 30. percent for the fifth
year), ) ., ,

o full-time staff work in a Headstart progr
provided salary is no more than that of re"
able local employees (at the .rate of 15 percent

per ‘year). /L,‘

-

Partial cancellation ‘is available for' . . .

e service as’ a wmember of the Arméd Forces in an

» : ' institutiom of higﬂér education, . 4
: T ¢ is a nuirer of the Armed roreei of tha United -
EE . . States, or a voluhtger in VI’S'IA or the Peace
- 1 corps (up to three years).
PROCRAM BEGAN 1961 , '
- nocm( A o o ) 7,
; TERMIMTES . - {1977 . ‘ \

cent . per year for up to 50 pertent of the loan

. 1, plus accrued interest),”™ /

Deferment of thent. Repaymeiit
for any period during vhich the borro'u:

» - ° is at least a half-time -student at an eligible _

- | Inception ‘Flsca) Year 1975
16,012 -

-t

" $33,351,161 |
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. Table 39

.

Sumary of the

v - Graduate and Professional School Loan Program
i+ 1 ——"""\ of United Student Aid Funds, Inc. * °
C ’ R ° “ ! ’ -
Item _ E_y : ) Sumary Description .
. Y N '
PURPOSE To makg loan funds ivnl’ble to graduate and pro-
: fessional students in the fields of medicine,
A ' dentistry, business, and law. ¢ %

—PROGRAM Participating institutioms, or associations of
AWISTIATION institutions, deposit with United Student Aid’
: (USA) Funds one-teith of the smount of loahs to
. o be made available to their students. USA Punds '
“ . acts as guaranwor for loans capitalized by the |
- lending institution (the principal lender to date
. . -\ | has been Student Life Funding, Inc.). USA Fundg:
‘ program administration costs come from earnings
- PR on institutional deposits. An endorsement fee
. equal Wlf of one percent of the outstanding
' - princi: balance on all loans is charged by USA
, " | Funds to establish a special fund in the name of | ’
' each institution to cover defaults and/or camcel~-

.’ . : lations on loans to its students. When default, L
N . .losses ex the assets of this fund they are o0
. ' , paid ¥ the institution's reserve deposit.
PROGRAM B !mtitutim: process loan applications and prom-
RESPONSIBILITIES + issory notes which are sent to USA Funds. s

USA Fuads: guarsntees. loans; meintains’ records |

{ of each institution's fund accounts. , e -9
* | Lendthg Tmstitution: approves motes and losias co-

signed by USA Funds; ‘dsburses loans to borrowers;
makes loan collections. . . ' ’

o RLIGIBLE ~ ' To. participate in. the program,” an institution must:

e

. e |be an accredited ‘school of medicine,. d.nti;st‘ry;
Y = L | law,. or business ffering a graduate and/or

‘ l professioml degree program; o .

- ¢ |[be located {n' the United States, its terri-’ . o

‘torias, or possessi ; amd . / - oo
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Table 39 ’ .

Summary of thy
Graduate and Professional School Losan Program

-

; of United Student Aid Funds, Inc.’ (continded-2)
. Item R ) » Summary Description
ELIGIBLE e have a deposit with USA Funds.
INSTITUTIONS :
- (continued) ’
ELIGIBLE An applicant must be
. STUDENTS l ' - \
s ° citizen, national; or permanent resident of
he United Sutbs, aml
. ° o enrolled or accpepted for enroliment in a par-
ticipating school. . -
AMOUNT A/ maximum of $5,000 can be borrowed pel academic
OF .LOAN year, v:lth an aggregate of $9,000 for busitess and
i ‘ . law students>and $17,500 for dental or medical |
o | students (including post-doctoral study). Loams
9 are made in graduated asmounts begimning at a in-
. imum of $500 apd increasing by {ncrements-of $250
up to $2,000, and beyond that in $500 increments
" ] to the’ $5,000 annusl maximum, '
. LOAN TERMS Promissory Note: A borrower must sign a promis-
* . sory note for each lun. .. .
phe > < Grace Period: The grace petf.od during which in-
. terest accrues but repdyments are not required,
. begins on April 1 of the year of graduation and
N . varies by field as foum\
. ' ’ ® up to two yurs for bucin-u and law students; L
2 ® " up to three years for dental students; - '

® upto five yuts for medical ‘students. .

Students who withdraw ‘ﬁ'o- school are alldnd a
* | stace period of six -m&hs, bo;tming from.the ;
‘date of withdrms . C .

>

-

Repayment: Loans plus accrued interest are pay-
able:'over seven years in equal monthly eonnoudatod . s,
- iniulhenu There is no penalty fpr ‘Prepay N

(cont!.mnd)
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' ) - Table 39

Summary of the

®

PROGRAM BEGAN

- TERMIMATES

NUMBER OF LOANS

payment periods,
are due and payable
vhen contracted for.) -

Interest:
rsement fee. s

Loan Cancellation:
loan balance occurs in cases of

o death

Graduate and Professional School Loan Progrn /
of Uhited Student Aid Funds, Inc. (continued-3)
¢ \ ’ . ‘ J )
o Item Summary Description s
, LOAN TERMS (Note: Loans are made fof a specified mmber of
(cantinued) months which include the fn-school, grace, and re-

A1l loans made t¥<an individual
on the same date,

tegardless of

4 u

Interest begins accruing immediately

en;zlfhe rate of 11 ‘percent a year :l.nclud:l.ng the
o

[ ~

Full cancellation of the unpaid

-

q ,
e total and permanent diubiuty -

R AR U S

/

e_fem__mvfm
USA Funds for periods of:

| @ active military service;

. exl:r? hapdship.

L @ official notif{cauon of bankruptcy

‘ Deferment may be amnged
at the discretion of the lending institution and’

e service in ACTION, VISTA, or the Peace Corps,

4
-

"] october 1972 -
Ongoing ) //”f'/ - )
Incoptiol; Thtough o i °,
' Fiscal Yepr 1975 . Mscal'Yér 1975 -
10,000 X I )
$13,500,000 $7,300,000
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Note on Program of Wig Student Aid Funds, Inc. ) .
~ v * . 20

: Recent events have-occurred which may jeopatdize continuation of :

‘the Graduate and Professional School Loan Program of United Student

Aid Funds, Inc. The principal lender in the program, Student Life .

Funding, Inc., has given notice that it will curtail its involvement .

in the program. Mr. M.D. Miller, ‘Chairman of the Board, in a letter 1

to United Student Aid Funds, Inc., noted that Student Life Funding °

' was having great difficulty in borrowing funds at reasonable rates to. ,

finance the graduate and professional school student loan program

under present economic cond:lt:lons. He said: \

Little relief appears in prospect with respect
to the level of interest rates. /
Therefore, it is with regret that we must advisg/
you .that our’ future commitment to the program
will have to be limited. We plan to meet the
needs of student borrowers for the 1975-1976 A e
acadenic year and will lend additi ly as re-
quired in subsequent years to those students who :
* are already borrqwers from SLF . -
We understand the former requirement will be for .
approximately $8/million of additional loans and T
T the 14Tter an és ed further amount of $6 mil-—=>"" —~~ .
’ . . lion through 1979. With these additions, we . -
expect the volu‘e of SLF tuition loans outstanding
will grow to & total/of some $26 millign. We are
not prepared to increase our lending-beyond this ‘ .
. LA .level. . ]

1
-

- -
e

) In a letter to program participants, Mr. Ranald P. Hobbs, Regional
« ° . - Vice President of United Student Aid Funds, Inc~.,-n6ted:' .
i : °
" My uaociates at United Student Aid l’\mds, Inc. -
and .I"are profoundly diaturbed, of course; by v
] this threatemed curtailmeént of ., loan program
\ that has proved so quickly and s6 widely bene-. * .
ficial to so many graduate students in the fields . L
of business,: law, dentiatry, and medicine. I S
-ardly need add' that we shall-do everything pos~- - T T e
- sible to find lenders tq £111 the yoid , s '
iy : Only :.tne will tell vhgther, the early sqccum of 'thz Craduate e
SRS *  and Professional School Loan Program can be continued. . . -




Appendix D

Bankruptcy as a Problem in Loans to
Students of Podiatric Medicine
. ) I
_ "As indicated in Appendix G, a typical student of podiatric
medicine borrows about $11,000 at the present time to get through
college. By 1980, or shortly thereafter, students can be expected to
be borrowing $30,000 to $50,000 on the average to meet rising ‘tuition
andfother education costs. Lenders.and goverrment officials handling
stydent loan programs are concermed understandably that rising loan
totals may lead students to declare bankruptcy on the completion of
their schooling but bef%iﬁ going' into practice, thus avoiding repaying
their education loans. ey foresee an increasing problem during the
‘next few years with respect to some of the eight million loans out-
standing to liberal arts, vocational, technical, -and many other types
of students, particularly those who attend proprietary schools because:
e under present economic conditions of :

inflation and higher than usual unemploy-

ment, many students are having difficulty

in finddpg jobs after graduation and are

rumin; to unexpected difficulties in
- - repaying their education loans; .. __ =" .

e practically any students just out of college
(as a graduate or a dropout) with a student
loan debt can demonstrate that liabilities
exceed assets. Accordingly, if they wish,
they can take advantage of the discharge
privileges available under the curremt
provisions of the bankruptcy laws;
recent publicity on a few students who

have successfully used bankruptcy as a.way

of discharging their education debts may

inspire other "smart" students to follow

suit, T o

At the moment, however, bankruptcy involves only a negligible

propogtion of the studemt borrowers. The main problems are defaults
and slow payments. -Progress in tackling these problems is being made
through the establishment of better collection procedures, more follow-

ups, coumseling, etc. -

3
A

 fhestudy staff and th& Panel concluded ‘that fir-thfee reasons .
Bankruptdy 1is not likely to be a problem in loans to ‘students of
podiatric medicine: ) o +o-

—

. .

187 . ¥
x4 =

TR T T T T T T TS

o




19 The bankruptcy laws are up for revision. kN
Proposals have been made to amend these laws .
/ to eliminate the possibility of discharging .
education loans through bapkruptcy progeedings ’ SR
for five years after the first installment is !
due. _ N
* b
2) Students of podiatric medicine have assurante of

virtually full employment after graduation and"

the potential of high future earnings. They

should, therefore, have less reason to default ,. ¢
G- ' or declare bankruptcy than would be the case with

liberal arts or vocational students with lower

/  earnings potential as well as higher risks of

unemployment. Podiatric medical students also
are subject to supervision by both professional .
associations and government licensing agencies" % s
which may decide to view default on education ..
loans taken during training.for the profession N -
as an unethical act. '

3) Until now, podiatrists and other health care
: : professionals have had the option of repaying
el all or a large portion of their education Ioans..- - —
by providing professional services in under- )
n served areas at the discretion of the Secretary
“ of Health, Education, and Welfare. If this . .
option (not generally available to graduates-
in other vocational and professional fields) 1is
continued by law, it should reduce by nearly ‘
- 100 percent the need for podiatrists to-seek - . .
. . bankruptcy as a way of discharging education
-~ ' ¢ debts. |

a»
-

Each of the reasonms listed above ig discussed in somewhat greater
- etail below. : ‘ : -

A
. Bankruptcy Laws Are<uP For Revision o ® , \

. The legal provision for the discharge of debts by per:ons

) \with liabjifties far in' excess of assets and with no poslibili Ly of

- ' repayment! traces back to the Constitution. Although the cutrrent ,
codificat of the bankruptcy laws dates from 1898, the law has been
nddd on y occasiong, sodetimes after extensive hearings
pressional conmittees, Over the years a number of exneptions frOl
A ichirge from the bankruptcy laws have been incorporated in the' -
R statutes. for example, it is no’longer possible to usé, bnnkxuptcy .

SR ~ -procedures-to avoid paying federal, state, or local tll.l or fines,
) smounts due for alimony, claims for fraud, claims resulzihg ftbl ’
ulbezzlelenu, lnreeny, wvillful injury, etc.

Y NE e w
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In recent years the Commission on Bankruptcy Laws of the United ‘

States (crea by Congress 1n.1970)5amdthe National Conference of
.Bankruptcy Judges have conducted major studies a apd_ﬁfprepared reports

on possible reforms of the bankruptcy laws. In January 1975, the < ,
Commission's recommendations” were drafted in legislative language and N
intraduced- in the Senate. by Senator Quentin Burdick as Bill §.236, . S
The 5111 inciuded the Commission's recommendation -to exclude education
loans from discharge under-bankruptcy for a period of five yedts. after
the due date of the first installment except in cases where this- -
exception would cause unbearable hardship. L 4

/g
Heariggs on Bill 5.236 'vere opened in February 1975 by the Senate // /
‘ Subcommittee on Improvements in Judicial Machinery* and were expected ‘
to continue for nearly a year, after which from six months to several
years could elapse before legislation 4is-finally passed.
In an effort to get quicker action on the matter of bankruptey
. {n relation to education loans, Dr. Terrel H; Bell, U.S. Commissioner .
: of Education, urged the Senate Education Subcommittee chaired by | . ,
Senator Claiborne Pell (d-K>I.) to include a special section on’ T
student loan bankruptcies in the Higher'Education Bill before ) . N
Congress during 1975 and early 1976. o ) - '
¢ ' . In describing ‘the Administration's position to Congréss,
: ComissioneJBeu said: L

R s e e e e e e
h o e o e

¢ There has been much ¢riticism in the’ press over ) .
i the number of -students who borrow under the Guarsn- o ‘
oL ' teed Student Loan Program and then fail to honor . .
) “  + , . their \obligation to repay by taking personal bank- ) o
ruptcy; While as a percentage of total loans or- o _
: . total defaults, bankruptcies are d'relatively small sl
. , part of the problem, in absolife numbers, the ' :
- . growth been significant., - .7

.o

< ' A Congressionally appointeci commission cdﬁgi&eni.nz
- ’ changes to the bankruptcy laws has recommended to
y the Congress that education loans be exempt from

f bankruptcy during the in-school period plus the: .
'  first five years of.repaymént. " As it may be a ‘ :

-] long time béeforé the bankruptcy laws sré revised, =~ Lo .
/. we are proposing a separate amendment to accomplish - \r'\ S

.- . this purpose?. ‘ ‘ , _ o R

;&Eﬁ;‘;‘ . _;-,_,—::.-::::,ij_i‘-: . D \ - -

The Chairmen of the Subcommittee -is Quentin N. dick’ (D-N.Dak.);"
. other members of the subcomittee are John L. !;;z{elhn (D-Ark.), IO .

] . PhAIij. Hart (D-Mich.); James Abourssk. (D-S~fak.), Roman L. Hruske . -~ = 5
2 + (R-Neb,), and Witliam L. Scott—(Re¥a.)y ;=77 T - . ot oooTe oo
S, e =T = T s
SR P SPRS . R e ® L .. .
,, R
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" Enactment of this provision will have an immedisve . S

: effect on réducing the number of bankruptcies in -5 L L N7

the student 1oan _programe j’ ce e

The Administration's proposal was_ inclﬁded as Sect:lon 498A of SR .
the Education Amendments of “1975 bi11 (S.2657) introduced in the -
Senate by Senator ‘Pell on Novenber 12\ 1975 and read in part as oo “‘j .

follows . ) .. , . E j",'\ ISR _
; . A debt which 4s a loan ingured or giiaranteéd‘under. S )
v ' the authority of Part B° &f this title ma bc re= ‘ e i ;
leased by a discharge in bankruptcy *under- T . ’ . e
: * . . Bankruptcy Act only if such discharge “is p:anted e
, .. . after-the five year period (exclusive of any - e
’ 'appl:l.;ible suspension of t’he Tepayment period) - o _ T
’ . beginning on the date.of commencement of the ‘- Sl -
- VR , Tepayment period “of su;c‘h loan ‘n,i i = N -
. Comissm ‘Bell and other propon’ents of changes in the bank— v , ]
.. ruptcy laws regarding student loaps distinguish’ between: stud_e‘ﬁt loans o .
and pther types hf" loans .ol thé’ foiiow:lng grounds: - - T o -
"t . LA ,
) T o Student loans (un.like other types ‘of loans) . e Wi .
o g g e o e - CETTY, ~st-the govermsent*s direttion, low ~ PR
: o interest rates.. These, allow lenders only sa T T SR
. N . a small margin of profdt.and, correspondinglyg S T
O ] . @ small margin for loss. : y N R
Lo ’ o Student’ loans (unlike other,gtypes af 'lgns) v A
o b .are nade on the lender's faith f& the bor«- L ; ,' ER oo ‘-
s, rowers' futurée potential earn:l.ngu'ititker thln Ch el
. g " on their present earninsirox col,rittral. Lo f 3‘,‘ R ST
. . : e e Ty e 0
e . . ‘Student loans are used te "buy“ a 1itelong. * AN i -
n w personal asset by the borrower wh:lch cannot be B A
. oo 3 "‘ tepossasaed.by the. fender. R v S o0y
‘ . "In brief ) the argunent goes; student SR T
‘... "= ' loans are madé at the government's. SO S
- v L, ing tfon to serve.educational R B O At
b L. e /é:r fhan profit fnterests. They', 7 ..« L0 o0
i L 1d be treated differently, ,there- , we - s
e . . fore, In the biakruptcy court Jtham -e e e
- - &% . - )ypuld a commercizl loan which at e, ST O
e least attempts td provide the Iender, ;.\’ e Yt e
Lo Wth a gompetitive rate of _return,. -and- fole v/l Yo SF

. busmus-cype collatetu TR A

T .
« N - % - i - K
. . . . . ., b
. < . <
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RO RO D 1 Bankruptcy was never in ed to"provide an )
N \ .. _»' -+ esgcape hat¢h for student orrowers who enter -
' : A into loan arra‘ngements inder cimmnstanees in .
T e which they voluntarily and knowingly mortgage
< ‘ *a portion of their: future lifetipme activities
e S ‘and ‘earnings in return fot am opportunity to
. T . ' i t-“ : “obtain'an educaﬂiqn
S S . ! . .
Lo o( f:nactment of the proposed changes ip the law |
T, . * ' ‘would preserve the integrity and viability -
© © .~ of the Student 10oan program by ing.sure

Lo .o Ve dhligations‘*'}:b.rough to the fullest éxtent o« -
: ; i - possible.. At the same time, the undue hard- - o
3 © % A ., . #hip clause would protect‘persons‘'who legiti-

e T . mately find themselves without assets and :

. ‘ , without day future expectation of adcumulating T

- T ) .either assets or income by allowing them to he ° T

. - i . relieVed of their debts and. given a "fresh -
J - " ; - “start." ., '

. 0 » 0, - s N - .,
d [ .o I

Opposition ‘to the exempti@m of education loans from discharge

. dnder bankruptcy proceedingé was presénted duking the Congressional’ .
. .subcommittee hearings on changes in the Bankruptcy Act by such [ .

, . assoclations das fﬁ”Naffdhﬂ'Cmfmncemf“muptcy‘dudgesrrthe ,
. American brs Association, thé Consumer- Bpnkers Association, and
. "' the Natio Consumer, Finance -Association:. <The grounds for opposit:[.ou ,
e * . -are that the propoaed exemption wou‘ld igive. gov'emnnt agencies (as ’
. C T gua,rantor.s') "and* education iastitutio:fs (as parties to the b3 >

3

T process) the sﬂetus ~Of privileged credj,togs. :
- ';:‘f At the time the Kcademy 8 r.eport was prépared ‘it . vas: too eariy'
Lt tee detetnine ‘the txend of thinking among. members of the Congressional
N subcommittee. However, during the past year, the question of’ “bank~
', ruptcy and.its relationship.to student foans ‘bas® been discussed »
, R thoroughly by policy making officials. : A T
N ! L. o/ K
. 2. S ecial Characteristic of Students ‘of Podiatric Hedi'.cine
e ‘ (Also true of other professionals in the heaith fielés
e such a8 physicians, denéists, and veterinarianss)

el e Accm:ding to the infomat:ion avsilal;le about collections of student %
P "’1oans, defaults amopg health profess:lonals ‘seem to be lower than those /

e 2T reponted” for other- categories of studentg, Few are expected mong \

f" ' podiatric uedical 's;udents -beciuse . L . .

L "7 . N ,' . Studu;ts of 'podiatric ‘medicine, as previoualy - . ‘"_

P indicated, uniike gany undérgraduate. students P :
! S : , ~anid vocational student borrmrs, have G T an LT
. ; . ¢ . - '«' ‘ . * i T . ’ ,_,/' /

[ .., - . - ". ' t}' ' ‘ g 4
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' .. - exc:e].lent prospedts of high income employment e , .
o« following graduation. ..
’i " 3.. ) , ! e The colleges of podiatric medicine, by estab- . Lo :

lishing a broad program of student financial .
counseling and education (including courses . N
"in business mgnagement and professional prac- '
. . ’ tice which focus on prdviding the. kiowledge . _ -
. - . - and skills needed,in credit and mo;z§ manage-
ment), will provide students with the support
'and cooperation they will need i?/handling
their financial problems.

/
-

. ° The podiatric medical. communit Vs through its .

s T * . members and organizations, /:on‘ld be:called S
o, 4 upon to enforce responsible behavior in '

<, . regard to loan obligations as part of the

code of professional ethics to which these’ . . .

\ professiopal-deg‘ree students will be subject . . . '

L o . when they do 80 into ‘practice. co ..

- . .

‘ _ 3 Ueing the Service.Qption as’a. Means of Repayﬁent of Loans, .

.o 4 Most people who try to avoid the payment of their: jupt debts
s —~-~~w-througtr~bankruptcy proceedingr"&o"*eo”beéaumy §ee 1o alternative, R
©=. + not only immediately but also for the long-term future. Bankruptcy .
*1's usually a procedure of last resort. Debtors don't enter into it -
: s . lightly 1if they hav.*ther ¢ourses of action available.‘ Courts--don't
oo ‘discharge debtors gasily in bankruptcies if there are any possibilities
. ' of payment. Some cases drag on for years as tRe court-»\ppointed * . -
,. officials segrch for potential earniugs or cassets ,to meet the claime
. . of the creditors. . , L . ) g N '
P
; S For podiatrists and pther health professionals, however, the uge
3 “' .* of the "Service ‘option”. as 3 means of - ‘repaying loans could provide.
" "~ a form’ ‘of “calamity insurance", for many student borrowers who feel
. ‘themselves twer-extended after their graduation. The present arrange-
. ment, 'applicable at{ie option of the Secrétary of Health, Education, . :
T and Welfare, makes it possible for podiatrists (and members of other M
~ -health professions8) who were "needy" when they were students to ask ,
.the" Secretary to pay off 85 percent of their loans igreturn for . . .o -
service in a desigmted shortage area. for three coneecutive yeu‘s. ' ’ ‘

‘ . ‘ By September 1975, the Secretary. of the Departueit of ﬂellth

Eﬂucetion, and Welfare had entered into service agreements with 96 - . K "
‘professional persons with degrees in podiatric medicine--nearly S :

o . 14 pexcent of the 706 persons iw the health professions who had . '~ = . 4

A7, . dntered inte such’ agreuent:, o’ mupectedly hiah proportion of tﬁt T v

I total on podiet:rip -ed:lcine. C




plan propos
fo $50,000) which would be guar
study staff, therefore, addfessed this specific question in some de-,

tail in this Appendix. -

/ . ) .
. Default as a Problem for the Pro sed
PQ;//// . .

IS

B < B .
© Throughout the study, one question asked repeatedly was: ""What
about the-problem of students who. default in repayment of their educa-

tion loans?’ The question is particularly sigr
ed in this report involving loans of large onunts_($30,000 N

Default by students on the repayment of loané under the proposed

-plan is not expected to be a ser
plan fog a number of reasons: . i b

1) Loans under the plan prOpoéed in this report would
be made only to a select group of studetits ~- those
enrolled in a doctor of podiatric medicine degree 3

y program. y ‘.

2) The~“plan provides an-option for graduating podia-
trists to have their loans repaid by,the govermment

. . in _return for professional practice in undérserved
areas,
student would sign 4 contract with the govermment )
<o provide such érvice, That contract could be’ s
enforced in the ‘event-a graduate elected to repay S
the loan in cash ard then failed to do so. .. ' -

'3) The average.earnings of podiatrists are high enough
_ to enable graduates to repay loans even of vety large
‘amounts given a period of ten or fifteen years.Ln

private practice.

|

‘Y

'6) The colleges ﬁould;expapd substantially their programs
of financiel counseling &nd instruction in practice

management,

4) The colleges would be-willing to support actions that K
might be taken by state and Federal Government'agencies.
.to restrict relicensure of podiatrists who fail to -
keep up the payments, and eventually to repay their -
education loans. ; Y . ' o
- T S

- 5) The colleges would be illinﬁkfplguppéyl sanctions
by the profession for/ fdilure to repay education’
" lodus as an unethic _act, .

A

. Appendix E . -

Deferred Cost of.Education Plan .

'
!

nificant in view of the

anteed by the Federal Govefmument. The

ious constraint to 1mp1emen£1ng the

Upon application for”Eﬁémffiif“I@?ﬁ”fﬁé?"““““”“““":"“:t—mrwv~;-
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x I ' 7) - The high rate of default under the f erally-insured
o Guaranteed Student Loan (GSL) Program ainibRars prac-
tically no relationship to the experience expécted
under the plan proposed in-this report becayse the ]
GSLP imvolves a broad group of student borrowers, o
‘lenders, and educatfonal institutions with a wide ' '
! range of entirely different chagacteristics. The .

procedure for administration ofi the prpposed pldh o . .

is also substantially different from that of the’

Guaranteed Student Loan Program.

o

Nevertheless, a great amount of canern is being felt and wide-
épread public attention is being given to the rising number of defaults
under the Guaranteed Student Loan Program and other education loan pro-
grams supported by the govermment. In -preparing the proposed defer-
red cost of education plan, therefore, the staff looked into the extent
of and the reasons.for default under existing education loan programs
to gdin a better understanding of the probable 1mp11cations of default
under the plan proposed in this report, .

The poor record of collection under existing education loan pro-
grams i{s not only a problem of growing concern but also one that will
have to be dealt with if such programs are to provide a viable method
‘for students 'to finance their education in the future. The issue has -
" beeén cdnfused and misundeérstood, however, and‘therEW?ae ‘been a‘tendency~~“~~ e —
) to overstdte the default problem. ) <E}

o Among the various education loan programs, terms such as "defaulf?/
‘End "delinquency" are not really comparable; the.statistics are not
. ¢omparable either. The rate of default or delinquency in the different
loan programs can be determined only according to the definition speci- .
fied for those terms, For example, a loan may be considered in de- .
fault, or a borrower -delinquent, under!the various programs when:

e the borrower fails.to make a scheduled payment whep
due;

&

o -

9‘"‘"

-~ @ 1t 18 clear that the borrower\will never fully repay @
the loan; - , . C S
o the borrower is delinquent in making payments for s 7?%/(' 07 M\vr L

' specified period of time; T -

° the borrower obtains a court rullng of bankrdbtcy, or : RN
kalling f&r regayment by the gulr tor.. e f

. a claim is 1led

8 udies on the ¢Efault problem hlve 1
grams to sgggest ‘that the poor collsction record
y be due less to -the uuwillinsne s of the

L Furthermoreb
: on sducation loan p
on educntion lae;r
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borrowers to repay than to the quality of handling the loan origina-
tion and collection process (including the ability of the lender to
keep track of the borrower during the grace, deferment, “and repayment -
period normally for most borrowers a highly mobile time), > ’

Guaranteed Student Loan (GSL) Program -

When federal legislation was enacted in 1965 to create the Guar-
anteed Student Loan Program, few people\ realized just how important it
would be to students or how extensively it would be used by them to

de to students under

. finance their education. By the end gf fiscal E:ar 1975, eighj

_the program. In the pas ar alone one millioh students borrowed :
“in the aggregate $1.5% biI¥%on of GSL funds, contrasted with 1966 when
only five percent as many - students hprrowed under the program.

million loans, totaling $§i3 billion, had been

R4

5

Over the years, as the costs of edugation,climbed, che ‘amounts s

" of money students needed to borrow grew also. Periodic.reyisions of

the GSL Program were made to increase the amounts of loafd .funds avail- |

, able. At present, students, educators, amd government ficials are s

3gain céncerned that the amounts (as limited by loan ceillngs and
unwillingness of lending institutions ‘to make loans toé stude ) are

inadequate-for-today's needs of —students.— ~begislators—are,

_on amendments t¢ the Higher Education Act to increase the amounts
student$ can borrow under-the GSL Program to fingnce their education. .

All the concerns and the efforts being made are- handicppped by a
major. problem which threatens the continued devélopment of the GSL
Program: default by students on repayment of their. education loans
i8 costing the government, as guarantor, increasingly larger amounts -
each year as shown in the following table on theg Federal-Insured
Student Loan Program: |

- . . . -
- .
~ . - \
.




Table 40

Claims Paid byAth; Federal Govepnient
Defaulted Loans Under the Pederal .
ured Student Loan (FISL) Program*

Tob

t

Fiscal
Year

- Claims Paid Annually

Cumulative Default Ratio

Number

(thousands)

P

(millions)

Amount

Total Matured
Loan Vblu-g
‘(millions)

Total Amount of
Claims Patid
| (willions)

1968
through
1971
1972

\
1973\

. 1974

1 9.8
17.4

32.7

56.3

P $7.8 ’

31.4

LY

16.0 .o

—_
.

55.2

$

255

\552u -

952

104 |

A

.

‘j
$ 7.8
. 23.8

55.2

110.4

. 11.6

1975 -

s

67.8

71.7

1,481

182.1

12.3

. T, ° . - - v .

L

.
Office of Guaranteed Student

Source: 3
ment of Health, Education,” and

* "Does not include federal reinsurance claime paid on gusrantee

I

agency -loans or claims

paid for reasons
and disabi{}xy. , ‘

.of bankruptcy, death,

Speculation,: most notably by the General Acc;untfig Office (GAD),

- about the eventual rate of, default on educgtion losns

. widespread public attention and many people have

_has received |
become alarmed and - |

critical of the students, the education instituticns, and the govern- -

, -kecent report to Congress, the
students who had borrowed under ‘ Gunxan;#ed’s
includtng the Pederal Imsured Student Loans,

ment agencieshEesponstble for

Mdininistéring the programs. In its
estimated that ;24 percent of the

- Loen Program, -

vould ultimately default.

- . . . ' .
" Altbough the defsault. rate is higher than hed Beenm expected, the

actual cost of repaying defaulted
loans made may be substantially less
tics because: ,

. SR
. - \
1)  Defaults tend td"surface early. Bad
“dn the statistics éklyez:a-nck s
qffthaig vho default never ?lhl thei
.. e a2 Lagnd \— - -

~ .

.
e .

Tet payment. .
‘ii "

loans as a percentage of total .-:
thin indicated bj‘eugly,ctq;@n-:

-

. 190, percent

amg, Office of Education, Depart-
elfare.

d
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9 2) Post-cla collection efforts will result in red\.‘g
: ' .the cost]of default payments by the Government.
\ \ k]

Aftei séveral years of effort, state guarantee agencies and the

U.S. Office of Education have not yet been able to obtain any substan-

tial amount of hard data including statistical analysis of the causes
or classes of default. However, various preliminary studies “involving

sampling of default cases have shown- that: .
\ ~

1) Defaults-are. highly concentrated in a few states;

’ ' lenders,! and schools; approximately one-half of
the default claims paid by the Federal Government
involved students of no more than 100 institutionms.

\

- 2) A hig (korrelati ists between dropout rates and
defau t\rates. *" ’

3)" There 1s'an inverse correlation between family income
of the \borrower and the default rate. Borrowers from
{. P ‘families yith incomes below $6,000 represent a dis-~
. proporticnately higher share of defaults.

4} The-r _default is much lower among students who

go into the mgre highly paid professions, such as’ R
- business .-law" and the health professions, when cow’ -
pared wi alli_-student.borrowers. : .

+

5)° Deféult rates are much higher for borrowers who are
) divorced, separated, or widowed." .

6) Students i ﬁropri‘et'ary schools account for a dis-
proportionately high percentage of defaults. .
;e '7) High rates unemploymen\_'tend to increase the .
J rate of default. . . e

- .

- ' < "Default under thel GSL Program is determined to have occurred when
. the lender, after exertising "gue-diligence" in its collection efforts,
. - files a claim with the |\Federal Government for repayment of a loan to
a student who has failed to make ‘a scheduled loan payment after a =
.period of 120 days. ayments are alao made by the govermmeat for
death, diasbility, bankruptcy, or cancellation for services rendered.

AIl these reasons afe commonly lumped together in quoting the
" statistics on the rate \,\o default.. Even after a loan is comsidered’ !
in default because -it ie \elinquent for lzp-days and .» claim for
payment is filed with ‘the\government, thé government continues its
_collection efforts. yurits eventually collected reBuce the cost -of
the .government as gusrant : C

i \
\

. - f
” ~
r

*
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—For the most part, available statistics are related to the delin~
I % quent status of .loan paylents or claims paid rather than precisely to
- e defaults. The eventual and fdnal determfnation of whether a loan would
be defaulted would come only after many years. For exanple, only when
a borrower/dies after failing to repay a loam that was due to be re- . .
- . paid in full’ it cergain that the borrower has defaulted on the re-'
payment of th an. In the meantime, the loans are more properly
classified as past due with’ the borrowers‘ﬂelinquent in their payments.
y 4 ‘ :
Natfonal Direct Student Loan (NDSL) Program

.There is-no specific definition of .defaulf under this program
becayse no mechanism exists for\guarantee or for claims for \repayment.
Outstanding loans are merely carried on the record until they are

> eventually repaid. The records indicate the status of loan payments
) as either on schedule or past due. Loans on ‘which one or more payments
are past due more than 120 days are classed as "delinquent.” \
_ _In an effort to compare its statistics with thobe of the ranteed
- Student Loan Program, the Office of Education has attempted to cdalct
\ late a "potential default rate,"” as shown.in the following table:

: \ Table 41 _S'
i SR : e — i — e . e e

' ~ Estimated Potential Default'Rate Under the - : ‘ T
\ ! ‘National Direct Student Loan Program . Co

: as of June 30, 1974

. . Z

) Item , . Amount P
! ' \\ A. Iétal amount lent. ‘ t 33;293,006,000
| ) \ B. Less amount of those loans not yet T, .
| ' - in repa t status .~ _’1,033,600,000 |, - .
| . C.!/ Total matufed loans " §2,260,000,000. - JRE

D/ Princi amount of loams-with pay- _

‘ , ments past due more than 120 days <« § 333,000,000 .
- "E.- Estimated potential default rate - * -
R ./ " (Line D divided by line C) ' o 14.7%
/ Source: Division of Student Support and Special Support Ptogrm,‘. E .
- B U.S. Office of Educationm, Decenber 12, 1975., - _ ) -
;,‘-{h. . -~ ]
B Obviously. this -ethod of es 1-ating a potential default rate
e .. . .is not precise. A reasonable expectation is that at least some of e
S + the loans in delinquent status will b&collected, so the estimated _ o
NPT default Tate of. 16.7 percent 1is problbly overlmed.- e ST
};.'.. - . N . ) . - . . R RN 5‘.. . s E PR
L= Q ) . . , .

. .ERIC L £ 7




ificant problem. " As of June 30, 1974, out of the $3,293 million
loaned $1,142 million had become due and collectible. Of that amoumt- .
/ $988 million had been collected or cancelled {(for service, bankruptcy,
) death, and disabiliry);- the repayment of $25 million had been deferred;
and 5130 million were past due, $116 million of which had been past

81/§everthe1ess loan collegtions under the NDSL Program—have been -
gn

due for more than 120 da

total amount due, collec
- officials refer tofthis
* NDSL Program.

ed, cancelled, or collectible.

£s, representing about 10.2 percent of the

igure as the rate of delinquencyEQnder the

t

rogram

P

—~ . , l

After examining the problems of various existing loah programs
the study staff and the panel believe that the plan proposed in this . |
. report can be expected to achieve a much better record of collections i. .
and to avoid many of the problems experienced in other loan programs.
The plan has been designed with those objectives in mind.

.
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Appendix F

: " Financipl Counseling of Students .

_ Questions ‘were rai contifmally during the study o{a how well
students of podiatric ine, once they had graduated and gone into
practice, would be able to handle large debt repayments of the size
contemplated, for example, by the proposed plan for deferring the
cost of education. ’ ‘

The staff is well aware of the possibililty that even if necessary'
elements of the proposed plan were enacted, Cpngress ‘might fail to
- appropriate enough money in some future year to pay for the service
in underserved areds performed by all student who borrow and wish to
serve; and also that the service opportunity at the option of the ’ P
Ieoy:ower_might mot be included in the program as gnaé'ted. :

In these circumstances, a-substantial number of new practitic'mers
might find themselves wish education debts of'$30,000 to $40,000 to
be paid out of currdpf earnings. In additionm, in order to go into
practice, a new pr gcker might have to borrow another $20,000 to
-set up an office and‘§ffrovide working capital until the* patient care
services vefé/?fgll; undér sway. ' M <

One premise assumed in this study 1s that—1f loan funds were-
available, students would be able to cover a large part of the cost
- of their education after.graduation and residency because of their
- potential for future high earnings as doctors of podiatric medicine.
A recent survey of earnings by. doctors of podiatric medicine
shows, for example, that in 1973 the net annual income of podiatrists’
in their first three years of practice averaged more than $25,000. ..
Podiatrists in their tenth to fifteenth years of practice averaged
more than $42,000 anhnpually as shown in the table that follows:" '

-

e ]

N
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Table 42 L
4
. Survej of Average Annual Earnings of Podiatrists : L
\ o Calendar Year 1973 ]f - ]P
] | [
Years in * % Number of Average Gro;s/; , "~ Average Net
Practice - Respondents Income ’ , -Income |Before Taxeg” .
€ 5 f.
0to 3 , 46 $46,891 $25,585
3to 6 3 51 62,696  ° 34,686
6to10 152 . 66,625 C 35,279
10 to 15 3 : 73,807 ' 42,661
15 to 20 ' 88 L R 34,972
20 .to 30 “ 171 ., '} em3s - . 35,866

Over 30 . _ - . ____ 130 _

e . 31,148

~

- a

. 4 2\ .
Source: Survey of podiatris\ts attending the regional meetings of the .
: American Podidtry Association, spring 1974.. :

. N’otg:' Although the. American Podiatry Association ﬁcknbwledges and .

- supports the results of the survey, the Association recoghizes }
the need fotr 3 more comprehensive, scientifically controlled 0
survey of the incomes and other characteristics of practicing '
podiatrists. - - - P
L High annial earnings by podiatrists are expected to continue. P .
Nevertheless, the handling of large Jebts by new youmg practitioners . o
will always require careful planning and good management knowhow. ™y

This is especially the case when the characteristics of new young - . L
pragtitioners are noted; that is, they are likely to be in their Y ’
late twenties, recently married or soon to be married, with.a
child or two born or soon to be ‘born, owning or in need of a fanily

- residence in the community in which practice is being estiablished .

- and h will be carrying a substantial mortgage with an interest e

‘and éndrtization charge of $5,000 to $8,000 a year, "

N~

s 4
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Against this background it is ¢lear that student counseling and ) N
financial education for young practitioners is likely ‘to play a much
more important role in the future than in the’past and will no doubt _

be a significant’ element in assuring the success of a large loan
program., Recognizing these needs, the colleges of podiatric medicine
have begun a series of financial counseling programs for students,
designed to prepare them for the types of financial responsibilities
they are likely to face after graduation and residency. Among the
activities alregdy under way ‘at some of the colleges are the following: -

e 'Personal financial counseling during the four
years of podiatric medical college.attendance;
* these concentrate mainly on students who are - . . .
candidates for and recipients of unds under T
various loan programs.
- ' . -
‘@ 'Courses or seminars on '"practice"
. dealing with the financial ‘considerations
\ that have to be examined when going into and ~

Y

conducting a practice. ) -

.«

e Better follow-up on loan collection procedures
so as to keep in touch with students, who have

. graduated and to avoid allowing them to . -
become delinquent on.education loans because .

e - of Tnadequate program admimistrat Yon T e e T

These activities are expected to be expanded substantially as
the volume of loans grows in *the Years immediately ahead. Many i
‘persons believe that the responsibiIity for-taking additional steps ‘ ' .
o provide intensive counseling falls upon college officials. These - v
fficials are.in touch with the students and they know about the
financial responsibilities students are undertaking or will have . ’ o
undertaken by the~time they go into practice. They are 1ln a position < -
_ to influence the students' thinking and attitudes during their * . 7 - i

" edugation years and to do so from a professional .as well as a— . -'4?' . )
personal point of view. . : . ¥

, . : - .
. If the new loan plah proposed in this report is adopted, it.is -
_assumed that each of the colleges of podiatric medicine would proceed .
with plans to expand its counseling activities into a comprehensive -
program designed tqa . R s .
1) Help the students. to 'determine for themselves before )
. beginning the DPM program whether the amount of time ., .
~ . and money required to earn the degree will be a ‘ /_//)’ij_ '

practice in the profession along with counseling on, ' 7,

the financial requirements o{‘the education progtan

sound investment for the future. Expertise on’ -, /// '{ . '%
- would be provided.

' » "« Tt e L s . . - . s - [ - - T T
. . . QA‘ . o —— N ey
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2) HelB the students plan ani overall long-term financial S
. . program based on needs.during college attendance asr . 7 o -
Wt well as probable financial resource needs and earning N\, N <L
' capatity after graduation. - — _— o
3) Provide counseling which will enable students to make
wise decisfons ‘during the education period with " ‘

.. Tespect to any finameial. emergenttes or difficulties ‘ i“ o ‘ .

which may arise. ; , - T >
'4) Help students mak!iand execute feasible plans for ‘

meéting the financial obligations to be incurred in .o ) N

obtaining their professional eiﬁcation - oo

| - ) -

5) Help the‘students deﬁgiop and |carry out, a thoroughly‘!-' . ’ -

prepated plan for professional| prattice. : * i

e}

Perhaps the t 1mpo:t§nt time for counseling in education 1oan . L
programs comes before the student is admitted to college or, in ~ - -
any event, befor¢ the first loan is granted. Alan Maynard, Director
of Financial Aid at Brown University noted* in .this connection that:

{."due diligence" beéi at the time that the
- //// loan is granted and not’ at a later date-when 7
‘ -~ that same loan_comes jnto collection status. //
S sk "due diligence” requitres that . borrows i
. ers understand—the;f commitment to repay and. -, ' )
,/ .the possible conséjuences that that commitment
/' will have on their future lives. Any diminu-
- 7 tion of the effects of debt on‘a borrawer 8 ) .
J= future for any reason deemed' as necessary will . i
//_ . . "surely "come home te roost" in the.foim of -0
o ‘ broken promises, delinquencies, anggdefaults.
. This is not what we want or expect-from the . L
. loan program, but it is surely what we'll'get = . .
ahd degerve if we fail to, take. the necessary ; o
precautions at e 1nception of the loan offer. ’

Loan counseling should be emphasized therefore, at the beginning e . }§f
- of the borrowing period with thegﬂﬂ!ttive ‘of producing borroﬂezs who., [P

e

T e dnderstaod what borrOWiﬁi means in terms '@ - : ,
" of real dollars and the effects of lomn - - ST e, : T

: L repayme:/g,oa’f'_"?e life-styles, and e T T

' .
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¢ have full knowledge about and accept the ° A .5

repaymént responsibilitie‘s'contg'ined in o o

the lgoan agreement. \ . ‘

T ST ' 1o achifeve these obfectives, the basic loan counseling pragram )
i for studetits at colleges of podiatric medicine might consist qf four Lo
‘ parts: (1) preparation and distribution ‘'of a fact sheet describing AN S
the loan program, (2) an entrance interview, (3) an gnnual review,-~ - - = ° )
"+ - ‘and (4) an exit’ interview when the borrower leaves collegew Further "' .° . - ' -
) - details on each of these proposed ‘parts are in table 43 that follows: . ’ e

» | Table 43 . R ‘ SR
‘. Elments of a Cmprehéhsive .o ‘
Vo SRR Pingncial Counseling Program v .

L4 .

The Fact Sheet \ | - o ’ o

A general statement should describe the loan program and the terms - e
under which the_loan is made. Such a ‘etatement should irclude: the .
fit of money that can be ‘borrowed; the interest rate; deferment amd -
icellation provisions; grace period; répayment terms, including’ .
] ities, length of repayment period, etc.; and source of loan,funds. . :

¢ | : R

e ffact sheet should accompany every loan offer made to studepts to !

& insure their knowing from the beginnfng what is involved. -~ ~ 7
. . X ; N - Al ~ *® - ) Vs . ' ', . “: /’/ ﬂ\. 'i
The Entrange Interview Coes I . i

R or /

" This interview should be held at the time students are“admitted .

.and before any loans are approved. Its purpose ghould"be .to make sure ', . .

that every student who expects to borrow under the loan' program knows. )

exactly what the responsibiliti®s are im regard to the loan contract Ty

and is aware of the full consequences of the financial obligations ., o

about’ to be assumed. To the extent possible, the entrance interview .
should be one-to-one between the financial counselor and the borrower;

by however, small group interviews Afor general orientatidn could be =

' conducted. The entrance interyiew should tover at. least the followdsgy d

.

@ Geheral discuss/;pn of loan funds aviilable; - I |
debt limitation, specific information about . - - R
average anticipated warnings, probable earn: .- .
ings growth rates, probable nom<education e - .
graduation, percentage of . - | .7 CS
s devoted to’ ipstallment . ° EEENCAE S

@

o Ay explanstich in detail of the repaymemt. . - - T
- “et S < . “~ R L,-.. N ,j-f'. . - »,':J,Er.:
. ‘ .“*/ - ‘ " ’7 y — ' = j;‘f:‘"‘ ‘,:- {c&@m‘mr)“ “’ ‘.. :;:-...r‘“,j '..:‘:“‘
(y/ R A £ R I

R T R L R M




. . . " Tabln 43 "(. - . ’ 3 P ' RIS '< <
| (continned d'Z) ; L

Elemengs of a Comprehenstvn"' ; ?{ ' o
Financial CQuuseling Pcogtam e '

-
4 "3 . -
¥ - * * . B

. An explanation of in%ergst computations, and, ,
. because this_is an area almost uniwersilly o -
K 'misunderctood by borrowers,.a compsrison of - :
- ) interest computations on othet types of loans -- /
.+ .. automobile, home mortgages, cqnsumer credit,
etec., - + .

‘. LY
3
* - .t . i

e Information ‘from each borrower, including:
{~ nape’ and permanent address - .
« - social secnrity number
L= nane of' nearest relative -
% - expected date of graduation o .
- -outside loans v o R o

y e Time for students to read thg promissory notes, .
o ‘ thﬁg ‘are about to sign (including, the truth~ Cet
o } ending - statements) and then f£o ask any oL R
N M,que:u;i.onsr.wmmw e S . e )
° Signing all necessary papers. This step would v N SR
include the agreement to senfe in an under- ' - . T e
served area if the proposed deferred cost of o ’
education plan is enacted. The studentds” o .

; : should be reminded that notes when signed - B
° become binding legal documents for repayment. '

.o~ A remindér that each student has an obligation
to see the financial counselor before leaving
school for any reasonm. Cs

~Ne T

Ux g
£
-
Q

o A statement.signed by students indicating
they have received, read, understood, and L :
accepted the responsibilities -under the ° L ' " e
program. ) oo .7

. . - T e PR ‘ s - LS .o e
4 " s h

The Annual Beview: o

.

" Zach year pridr to approving new loans éhg financial counsclor e
ahould review the borrower the essential informstiod imcluded  * N
in the entr tnterview, the current finihcial condition, and stand~ T
-ing of the student in the education program. Néw financial ctrculé I A
@ , ctnncos~:hou1d>be constdeted in evaluat!.g the- borroiur’; lotn prozruu. T

PR 8 . I R




Table 43 N
(continued - 3)

) Elemepts'of a Comprehensive
Financial, Goinseling Priogram
s . ‘..

Borrowers should be encouraged to seek gounseling when ngce@séry
between annual reviews to” discuss any, questfons, or problems affecting
their loans apd/or repayment obligatiens. ’ '

. . Y U} . N
. Exit Interview? , . . -

t

Each borrower: should be required prior to leaving the school to
bave 4n exit interview with the financial counselor. During this
final 1n§erview: g . ‘ .

. U .
, e All loan terms should be discussed, including
. alternative repayment provisions built into
the plan such as the agreement ‘to serve in
a shortage area. ¢ '

The. borrower should decide upon the method
. of repayment and either prepire ah applica- , -
“tion’to serve‘Ih’5”dééigﬁhfédwﬁﬁdefEEiiﬁﬁt“:“”"‘
area or ‘enter into an appropriate repayment
plan. ' . B

. &

The borrower's permanent mailing address
sshould be recorded.

q
1
.
.

.7 . » ,
s . In addition’to the basfic loan counseling program, colleéges of
podiatric medicine and the jstate and national professional associations

.of podiatrists should give attention in the future to a number of
related activities such ast | b .

.7

e establishing continuing educatidm courses
for practitioners, incliding subject matter
# covering fingncial management and the manage-
ment ‘of praqtice; o e

¢

", e encouraging thes preparation and developnent'
, of ‘a series of publications)-books, and
- ” guifies directed specifically’to financial

K

x . problems facing pract@ging‘podiatrists,'paré.
oos, 'fticulatiy‘new nembery of the profession;

i
+ / -

, s
S mrﬁ‘.d.ﬁ.:,\_%:«,.* o bz 4 o o e o . .
: T R TR T i T N I S T AT
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e encouraging the prepanation by tax accountants,
government officials, lawyers, and busipess
specialists of account books, billing f;7ﬁs //
and other office materials which will aghist /f/ '
and facilitate thd activities of new p cti-

‘ “tioners H . \ . -Zé .
g \
) organizlng cooperétiye arrangement$ %hich will
. help new-pracéitioner lfind locally much of
, . the professional and personal assistance, guid-
. s ance, -and advice they¥ need among the people who
‘ live and work nearyiﬁ preferably in their own
/ ~ communities;: : 7
. e organizing local seminars, forums, aad profes- :
- " sional meetings w#ﬁh programs. on business
’ " e¢onomics, taxat on, management, typical
problems of .fin cing professional practice,
etc. These could be combined with programs
providing technical and scientific informa- -
“ tion to the p;ofession. . VA EY

/' . : ﬁ-/ /A ) o

.

the state assqciytions of podiatrists should provide in the years
ahead. ' To them the well—being of the profession is of utmost
significance. / In the bsence of other agencies .and. organizations
providing the necessary services (and ‘possibly preempting the
field to the detriment of the profes on), they should welcome the




. Appendix G

rawing by Students of P iatrié’;edicine

. / fro— v

Questions were r>¥8ed from time to time during the .study about

the ‘extent and nature of the borrowing already undertaken~by students *
podiatric me icine, and about the probable future needs of these
students for logn funds.

Finding that no data had been assembled on these questiona, the
study staff asled the financial aid offic at each of the colleges
to survey a random safiple of gtudents wh sé’number would approximate
one-half of the total college/ enrollmentf during the 1974-75 dcademic

‘surveyed regponded by'cap- .

' /
From an analysﬂl.s of tzhe dalta proyided on the questlonnaire
regarding age, sex, marital’ stakus, héme state, etc., and from R
th selectbd/studenms and with figancial aid officials, °
the study staff believes the information p vided by the survey is
-representatiive of the entire student body at each college. Additional
student regponses would not have altered significantly the major °* -
findings d conclusions drawn from the survey. .

¢

i

Thirty-seven percent of the students enrolled had
borrowed $3,300 on the averagé as undergraduatea
prior to entering podiatric medical college. .

Seventy-four percent of the students had borrowed
_.en the average more than $2,000 per year for their
podiatric medical education (equivalent to $8 000 4
for four years of sﬁudy)
venty—nine pércent of the students expected that /
they would borrow before their podiatric medical.
education ‘had been completed, and that the aggre-
‘gate amount borrowed (including amount7 mentioned
abové) would be in excess of .$}1,000.

e $1l,000 estimate includes lhe futuxe borrowing‘
needs of present students, - rexamination of the
questionnaires led the study gtaff to believe tha
this estimate wag too 'low.

A summaty of the figures is in t‘ tsble that fo _a&;s‘

A
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‘ .o T 6 Table, 44 : B
- Borrowing for Education by Students Enrolled " o :
- .. -1Ia Doctor of Podiatric Medicine (ﬁm) Degree Programs I
: ‘ 1 . June 1975 _ A
. :‘ - Estimated Further |-
. ) Borrowed for -{ .Borrowed for Bortoving To
. . . Undergraduate | DPM Program - Coq:lete ) .
; School Class Education To Date " Program - | Total
- . ¢ 7
< - - .8 =, . e
All classes: , . ) .- ' ‘
Percentage repfrting . : . ) . e ’
" borr : 7, S 7Y A ®a.
Average amouht $3,345 . n.a. ! n.a. | -$11,037
* M < . -~
First year: . - A . s o
Percentage reporting ) _ . .
borrowing ) * 382 - .67% - - . 692 R 2 S
Average afount, .t $3,569 . $2,668 - $8,671 © $16,177 - )
- B S S R e
. Second year: ' _ o , o toe - . )
"' Percegtage reporting . - . < o0 : .
, bon’bving 392 « 782 - 732 * 802 S
Lo Average amount = ) $3,297 ° $4,317 - . $6’262R' . .$12,001 - -
. : i _ ' .
! Third year: " : - e, : TN
. ) 'Pegcentage g&porting ] . o ) -
: \r"‘ . borrowing . g 37 SR 1% | . 78%. 81z
‘-1' Avetage amount . $2,836 n$6,7?f - — $3;701 §10,569
-, ‘%rth year - e o i ’
ol ercentage reporting - ot . ' - . ) {-
. ‘borrowing R 12 2 . 692 C24% . 732
herage a-ount/ o - 3.8 0 S, 313 s109851
R s ' - 1 ¢ .. T ’ ”
ﬁi:tce. nsmdent survey conduc:ed ‘by the calleg _ ;f podutrﬁ: iedicﬁu_’_for_ the ..
ARE ST Acade-y for Educational Developunt‘.fme . . .

.\ >
N llotett "Pércentages and averages derived from 548 ques

K (representing 30 percent of total enrotl.nt) . : _ T




The survey-also showed that:,

.. -
Yo .
1) 'Studenta said that they-woudd, have borr more 1if
- o more funds_had been available umder the 1th.Pro- '

“fessions ann Program or 1f the maximum loan ceiling .
R "had"been higher in the Guaranteed Studeat Loan Pro- °
gram, g
" 2) Many students were concerned about the future avail-
ability of loan)funds geeded to complete their
education.

r

3) Han; students would be prgpareé_(if costs were, to

. o rise) to borrow whitgver -amounts.were required to., "
’ finish their educa  (1f iuu;ls were avatlable) - |
beeause: .. : .

.
. .

-

ah

° 'l'here afe nd’ a].térutives’; ‘néithers they

_nor their fam{iies could pay all of the —

_ L " - “costs of education out of Eurrent 1nco-e
e . . orsavings. e . oo

- F . o e . . - .

P

. K4 Their t;apacity to repay ‘théir student . .-, '\

.

Toans ,out of futuré.inco-s looks good, .
' particularly 1f the Yepayment period v
<. could be"Bpfead out dver a long perfod °
of time, oNIf repayment-by-Service
options were available.

S
4) As a group the students enrolied in podht:ric medicine
\r educational debts -totaling an agg¢regate of $9.
. both mdergzadnate and professtonal eduqatig: of which:

Tt 4 o.$7.3 million or 77 percent came from
! goverpment-dponsored pr?grm; .

, » o $1.8 mil or 78 percent was for pro- .
fessional educgtion (ef which the l®rgest .
_ 'portion came f Guaranteed Student o

Loan Program, and a/isubstantially smalfer
proportion from ﬂulth Professions
Loan Progru)

mthatable tlntfouon

te

't n—ry of the fi;uren is.




Table 45

s Total Education Debt Podiatric Medical Students

. , _ By Source of Loan Funds \ .
- Lo J\\Pe 1975 . Y
) - | 1
.. \ . = | T A ij\
h N ' \ Updergraduate Professionsl _ \"
. . Total Debt. . 4 ! Education Debt . Education Debt |
Sources of e — - ¥ - ( .
S Loan. Funds Amourit Percentage || Amount Percentage Anbunt Petceatlge ‘\
. ,_‘, .8 ) e, o ’ “\,
Goverument programs . - \ - R
- \ - .
Guaranteed Student . -
E Loan progrn $5,635,291 602 $1,203,699 592 $4,431 592 602
!lationq,‘l. Direct : ) -
- Student Loan . \ \ gl :
© * Program 407,390 4: . 407,390 ° 20 -. -
) . | G
ofessions ] : T .
Loan program 1,212,071 13 = - 1,212,071 '_16
- " . " \ ; . ;
Total government < ’ - . _
programs $7,254,752 77% $1,611,0 792 35,60_._6_635 762
. Family and friends - 1,152,633 12 . 285,067 : 14 87,566° . 12 .
¢ : 1 = » Voo . . -
Perscoal bank loans - *_ T 4 65,440 .5 3 344,770 . - & - ==

© Other, ficluding o . ) \

- - v N
credit unions, . = . .
. fraterdal organi- ~  ° - - - - '
vhtions, colleges, . i |
. etc. 639,341 - - _7 % 75,380

- fotal loans - $9,456,936 $2,036,976 -

$7,419,9%0  Joox

L

%

—363,961 w8

ted by the colleges of podhcﬁé
Development, June 1975 -

lote-

: mumddtoffouerm:amdgnglutu. P

] for.eh : T ~

- 1 edncumabton;yg}mm n:ou.aatm - :
> __colleges of podistric medicine In spring 1975; the table not.:l.nclnd. S




The survey also showed that:
?

}) -Students would be willing to go into the National
) Health Service Corps or imto practice in shortage
areas if these steps were necessary to repay o

/ all or a part of their debt obligatioms.

Student
, / interest in these types of activities increases
" substantially as the amount- of debts oytstanding
increases.
2) Students werd seldom able to estimate accurately '
‘ the amount of loan funds they will need in the
future for purposes of other than educational
v costs. They were low, for example,-  in their
" estimates of the cost,of setting up a podiatric, |
medical practice aftér graduation and residency.
The study staff foynd that these costs run about" .
p $20,000 on the ave age as shown in the table that - ,
T follows: ° c. .
« v ' . N
Table 46 O
As Reported in 1975 _ -
. Type of ) ) 'Average .
Practice Range Amount
Solo - ' /( ] ‘ _ 3
Purchased Establfshed I ) : : : - -
- .. -Practice $15,000-$20, 000 $1€,250 o
Began New Practice 10,000- 50,000 22,750
Partnership " . . L . '\
. %per individual) 10,000~ 30,000 16,250 -
A R * - | . . PRt i -
Group Practice. R T
(per individual)-. 10,000~ 18,000 /4;2_50/ T
. -, - . — 1 .
‘¥ “Other* ¢y __ v ‘ w:ie o aone
", T . T
A11 Wypes - $20,200° .

S&utce.)'ﬁephme survey of doctorrﬂt' pfaiatttc sedicine udt by
- Academy for Educational Development, June 1975. Data cm
.. f:lr.t fi.ve yuu aftet 3radution lnd resi.dncy. <Y

P —
e -

s e e ek e e

e S o ~.

s
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The survey also questioned students on their opinions of a
deferred cost of education plan as a means of financing all,or part of
their education expenditures. In response: ' . .

L

. seventy;three percent of the students said ) ‘
they were strongly in favor of the idea;

e two percent of the students said they were
against the idea; . .

e many said that if the plan were enacted 1t
should supplement (not replace or cause to
be reduced) the current level of student

- financial assistance provided by federal
and state governments and other programs '//////
of public support and subsidy provided by
Congress or state legislatq{es. ) ,\\
: A summaty of the figufes follows:

Q

.. ~ Table 47 o

B

: - “->-ﬁasponses indicating—kzactionv- -**“~~'~"*w——*vVW‘jf~"~77
B ‘? Podiatric Medical Students to the Concept .

. -  of a Deferred Cost of Education Plan °

4 . June 1975’

Percentage of ) .
Total Responses

XA

732

.18

s

bisfavor
Strongly disfavor T 1

Unspecifiéd
o

Source: Studént surve ducted by -the . ] - T f
colleges of 1atr1c medicine for T o
: ~ the Acad for Educational Develop— ‘ ! - . o

ment, June 1975. , T i
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. ® The& were concerned a‘ouf/the

The qtuﬁy staff asked student aid offic¢ials at the colleges for’ »
their views on the need and extent of student barrowing. They said -
/ -that: . )

e A substantial number of students are really
being pushed at the present time to meet
their current financial commitments. These
students are greatly in need of new or addi-
tional sources of financing. - g

e Many
of schodl to make ends meet than is appro- -
priate for professional students who are
already spending 35 or more hours a week.in !
classroom or clinic aetivities. The amount,
of outside work undertaken by some students
does 1n5erfere with the%rbstudies. ‘

e Some dezice will have to be created to make
it possible for students to pay for steadily
rising tuition’ charges. Otherwise, the out-
look is for a substantial resistance over -

‘. the next few years to any significant

o e e e "T‘"'{h‘m@iﬂ"tﬂm’ms;ﬂ wn"“v” Sttt ”""’" - —

. student inability to finance the tultion
~ fequired to meet those costs.

amount of .
‘- {nterest that accumulates over the lifetime
- .of a student loan because it increases so .

sharply the total cost of professional educa- -’

tion. prever,’they were not able to offer
an alternative suggestion. ‘

7

—

udents are working more hours outside_/

’
e

q -~
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Appendix H ,

' Legal Issues Involved in Implémenting the .
! Proposed Deferred Cost of Education Plan - - y ot

~

The contract for the Association's study required the staff to
examine the legal issues involved in implementing a new plan for
. financing podiatric medical education and to be sure that the plan
rec nded vould be legally acceptable. - Ny

During the study a number of legal issues were identified with
respect ‘to various alternmative plans considered, The staff found, how-
ever, that the plan proposed in this report could be implemented
largely without concern about any new legal ‘problems because the
various features of the plan were not mew;/fthat is, each feature was
similar. to provisions in various existing gprograms., For example:

e The mechanics of the federal guarantee of loans pro- ]
vided under the proposed plan is virtually the same v -
as that provided in the current Guaranteed Student )
Loan Program, )

s

U g O SN

° Federal repayment of loans in return for service by
health professionals underserved areas is mo
different in concept”from the provisions 4@’ current -
.law for agreements made by students wit)l;n the Secre- .
tary of Health, Education, and WQlfare to serve in

.. shortage areas. . . . . 7 . :

e The loan agreement and administrative forms wouId be
. similar to those comonly used by lenders in other
types of loan. ptograms. . PR :

e The: procedure for establishing the guarantee fund . R

proposed in the alternative plans would Be the sdiié oL e -
‘as that established several years ago by United G : N
Student Aid Funds “and~several state guarantee egencies. : s

Questions about the effect of leﬁal interest rates and 1ncone oS
tax‘laws under the pmposed plan were also examined in some detail y .
- the study staffi, The findings of the suff with respeot to-ehose»quu-—; —_—

tions 5011//‘,/b T .

The answer is "no " fnasmuch ds the propoud plm would involve - . .
gulated interest rgte, Although usury statutes vary widely -ong o
states, they are gemnlly sepn-able frar the sututn mﬁing RN

+

=

.o - - i
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tially (below the rates considered usurious or extortiomate.

2. Would the, ratg’./of interest and other loan terms of the groﬂsedi .
planbe permitted under state lending laws and regulations? )
= -

~ K '
Despite the extensive -variety of lending laws and regulations
mm the states .and with regard.to numerous classes of loans and
the

lend "answer to this qyestion is probably "yes" because:-

o Federal legislation would be required to i.mplement
the proposed plan. The law created by that legisla-
tion would specify the interest rate and- other loan
terms, As a result, state regulating agencies would °
tend to revise or waive lending regulations that
mig‘nt othervise prohibit lending institutions from.
making loans as proposed by the planm, This has been

e et case with vther*fedura‘l“lnan“prvgrmr; —suchas~
- FHA insured mortgage loans., In New York, for example,

banks are permitted to make FHA loans at a rate of
interest in excess of the regulated rate for conven-

- . ) tional mortgage loans, ./ . _

- o~

‘e Loan funds could be provided if qecessary, by lending
institutions in only :;:}e/ five states in which the

e - colleges are located ereby eliminating. concern about
. . - the lending laws in the other states. Lending insti-.

- - tutions in the five states could make loans tu students

: from other states who were attending the college in the

A state in which the lending 1nst1tut£on is located-

° An mdependent organization ;uch as United Stud - Aid
Funds, Inc. could organize a group of lend nstitu-
F ‘tions {n a state of states with lending res ions -
whicli™weuld it loans to be made adcos to the .
1n,tereet ratés and other loan terms o/t propotﬁ plan.

“.The state or states in which the lepfing titution
was operating would not have’ to be/the same state as

. ‘that in which e cqllege was 10 ted, » .

&

/. vnifed Stulent: Md Funds haé)/ n fact, used thils method
’ in the administration of fi4 Gfaduate and Professiomal
School. Student n Pry .- In thltm students .
_!g,;l_lm;mwl&!if“ Fimancial aid officer of their -

e, - .
”;.*~ .
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college, apply for loans to USA Funds, Inc. which in turn

)

forwards the loan application to the lending institution.
Students from all over the country have participated in
USA Funds, Inc. program which uses competitive rates

!

. ) of/ interest to ensure the availability of loan funds.

- B B LS

~, 5

b >
Sas

e The rate of interest may not turn out to be significantly .
higher than othe classes of loaés (such as mortgage s
loans) which lendirig institutions are making currently.

The availability 4Y an adequate amount of loan capital depends .on i
the provision of 3 raye of interest (and other loan terms) which would . -
make the loans competitive with other investment opportunities of the -
lender. Based on the less than wholly satisfactory experience under

-~ the Guaranteed. Student Loan Program:- (GSLP) the study staff assumed
that the rate.would have to be higher than in that program. This may
.. . not be the case; because lenders' dissatisfaction with the GSLP, .
- attributed primarily to low rates of interest, has been due equally,"
if not more so, to..other such factors as: (1) the nuisance of hand- '
.1ing a large volume of loans of small amounts; (2) the administrative
cost of collecting small amounts over & long period of time; (3) ‘the - °
administrative red tape involved in collecting on defaults. . ?

The rate of intereat-for any loan depénds upon the cost of money

e Plus administrative. co@?ﬁ:’ﬁ £-the -administrative costs céuld be -
reduced, ‘thé rate of_inferest could be lowered also. . - P s
i = , _ . } - Py

The study staff beli&Ves that state lending Yaws are not likely
t6-restrict the operation 6f the proposed plan. Hofrever, if the case
proves to be otherwise, the states might have to establish regulations
that wouid dpply to -and govern the type of loans created by the proposed
plan. At the preserit ¥ime, state statutes govern various classes of - .
loans (Bee example for Pennsylvania in Table 48 on the next page). o

However, none of these statutes have ;henbrecise'character;sticé
of nor are they appropriate for the proposed education loans. . -

h
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Table 48

o — e
P

e e »;;w-~-~'~—-—~em of Loans Governed by Pennsylvania Statutes

*  fType of Loan : ' Terms
) v :

i

Small Loans: Maximum interest 3Z per month on the first $150,
o 2% to $300, 1% to $600. Maximum amount $600.
———— - -~ -Maximum term 24 months.. ---- :

_ Consumer Discount Maximum interest 9 1/2% discount per year to 36
"~ Loan Act: months, but 62 discount per year for the months over
: 36; plus $§1 fee per $50, maximum,$15. Maximum loan
$3,500. Maxipum term 48 1/2 months. Minimum charge
for a 12-month loan, $25 ér less, $3; over $25, $6;
L\ these minimunis are per year pro rata.

Bank Installment Maximum interest 6% discount per year. Maximum loan
Loans: - . $5,000. Maximum term 60 1/2 months. Under tlie Bank
. Revolving Loan 1% per month plus charge for each
check, and must become due within 5 years from the
rdate the last loan was made.

Auto Finance: Maximum in,terest‘Clgss 1 (new) 6% add-on;°Class 9 %:
(undgqr 2 years) 9%2; Class 3 (over 2 years) 12%% ‘
Class 4'(new oveg, $10 000, comercial) 7 1/2%. ‘Minimum

n . 'chaie $10 e “

‘Other Goods Maxlimum interest 81 add-on per year No maximum loan.
. " No maximum term. Lender-must state charge as ndt mote
Lt than 157 interest) vhich is a statement of fact; ex-
. cept where minimum-charge" ‘intervenes, this is ignored,
The minimum chaige is 70¢ per month which may always
_ be applied for 6 nonths making the minimum always at .
least, $4. 20. P

Improvénént ‘Loané:-_ Haximm 1nterest: add-on 8% per year. 'No naximm

. . loan.’ Maximim term 84 months. Minimum charge $12.

* Not applicable if less than §3000 .. o
Revolving Loan " Haximpm interest 2% per month..Maximum ldan 53,500.
Credit:” - : « - v
Revolving- Charge !)l\axinum interest 1 1/4% per month, -mmmc
Creddt: ) ) PN
Other: . / Legal :Lnterest:*rite, is 6%. By cbnitaci to $\35,000" or '
. / & business loan to $10,000. For mortgages of $50,000-

! or less on residential property, two units or less,
©  the maximum rate is bised on the Monthly Index of
o Long Term United States Government Bond Yields for .
the second preceding caleadar month, plus 2°1/2% .
(9 1/4% for February 1975). Corporations are mot. . .
.subject to special rates. Criminal usury. :lavolveq .
rates of 25% hr more. . B * - ' /
T . v L‘

>

- : 3
8, }975"06!,&1611’




A new class of loan would prob'a!!{y be| needed for education, not ,
so much to.egtablish i legal rate of interpst (in most states the

_ - .rate of intefest alioked for vdrious classes of loans is high enough
" to permit lo to ‘be made at the rates proposed. in this report), but

[

to establish a maximum amount of loan high enough and’a repayment term
long enough to provide specifically for education loans ‘of up to
$40,000 or $50,000 and repayment over 15 to 20 years after graduation
if the service option is not available. T

Only Delaware, ‘I1}inois;, and ‘New York have specific statutes om !
education loans,  Although the statutory rate of interest in those
states would be adequate for the proposed plan, the" maximum amount of
loan and maximum repayment term would not, as shown in the following
table: : - L : :

P [
-

[ L

A © . .. . Table 49 -
, Characteristics of Statutes Covering
Education Loans in Three States -.

v - 2

- ;i - Maximum ' | T e
.+ - Ammoal Perventage— | —Maximum 1

St.atew | . Interest ‘Rate Loan . . Term .

.
. . . . .
L.
-
’
S
ne

. 3 years after

. upto 17,787 'Nome .
N LT ..~ specified = last adVance

Delavare
4

e

Tllivois . ., up to'12,91% ’ $15,oo§> . 121 wonths .
New York |, . T 0 $20,00 ‘t " 85 months

., ° -

Source: c_o‘gt of P;rsoml Borrowing in.the Uniteg States, 1975 ed‘ition;‘ .
* Fipancial Publishing Company, Boston, 1B75, ‘

- Furthermore, the New York statute limits the loams to étudents
with family income of $15,000 or more, -
. . 9 * -. ' . ) . = - .. d
Other states without ‘specific statutes for education loans might

. psmi.t them to be made under statutes for other classes Qf loans s ch

"small loans" and "personal loans." However, the bank regulatory -
agencies could ‘be ‘expected to object if banks +- in order to- isfy.
‘tHe interest rate, loan amount, and rspayment terms required \'xxgz the
proposed -plan -- made education loans under. statutes estgblished ‘for .

{ndustrial loans, auto finance, mortgage loang, consumer credit, etc.
. t - » . te - M o ‘\»\

-~
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B‘g Would. ‘the cost of borrowing for education be deductible:

s, .
k4

. . for income tax purpgses? * ;

‘Graduates who repaid loans in cash would be allowed to deduct for
tax. purposes in the year of repayment only the amount of interest . I
‘accruing for that year. ‘ , T, . ’
- e aad -
7 Interest accruing during the school years, whether paid as it accrued-

or added to the principal amount of the loans, would be deductible only

sin the yeamwof accrual and wéuld not be likely to offer a student any

substantial tax advantage because of the relatively low income in the
- school years. Neither interest added ‘to the principal amount nor the .

’ principal amount borrowed for education costs would be deductible in )

later years when the principal ‘amount is repaid. Congress could ‘amend - .
current tax regulations to allow one or both of these items to be de- ) .
ductible in fiture years, however, if this, step were deemed necessary e .
as an incentive or to relieve the educatiom debt burden of future '
R .graduates. ' ) ' e ' ‘

v .~

.4, Would repayment of '1loans by the gpvernment‘for-graduates in
freturn for their entering into practice in underserved aréas
- ' 'be considered as taxable income to those graduates? s
’ . . . A e . 7 o/ R
'“""*"“““‘“”“ﬁf”““‘?Yégj""ﬁﬁaé?”eﬁfféﬁrltax:Y!gutations;“.HOW!Véf?fe°ﬂ8T¢9§“°°“*4'P‘°'“W;”"*””““*ﬁ
’ vide an exception to the regulations for these graduates to give them / 0
an add1110qal incentive by relieving a substantial tax Burden, o

-

. ' . Two sections of the Internal RevenJé Code (Sections 61 and 117) ) L
h " enter into the rulings by the Internal Reyenue Service on this question.
Section 61 provides that canceilatfon-or Yorgiveness of debt.is con- . .
* sidered taxable income to.the borrower.- Section 117 permits scholar-
.ship funds to be excluded from taxable income provided there is no
quid pro quo such as an agreement td provide™ future services.
y . i S A
) ever, scholarships for participant§ in the Armed Forces Health
Brofessions Scholarship Program were excluded from taxable income by
public Law.93-483 enacted by Congress im 1973. ' Subsequently the '
nternal Revenue Service extended the exqlusion also to 1974 and 1975
participants in the Publig Health and Nafional Hedlth Service Corps.

Scholarship Training Program. Sy o

1

T~4k/’ﬁ }

With respéct-to fupds advanced to medical studegts as a loan, to
be subsequently repaid by the govermment infretutm’ for practice in
a shortage area, the .Internal Revenue Serv ruled .that this kind"
~repayment TB.taxable income. The gove it 's positdion was spell

i 73-256 as follows:, .~ ; : /’
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State's Medical Education loan Scholarship Program ‘ 7 *

_ that-are cancelled upon fulfillment -a condition -

° to practicé in a rural area of ‘the

. ible in the recipient™s gross incope in each taxable .
year to the extent that repayment of a portign of . , s
the loan is forgiven, . : ' - : '

Advice has been requested whether amoyrdts’ recei :
by medical stydepts under a State's feal Edfca- -,
tion Loan Scholarship Prograin ate scholarships mith-
{n the meanihg of section ¥17 of/the Intefnal Revenue’
Code of 1954 under the cifcumspinces dedcnibed below,

In order to increase t adber of doctors in-its
rural areds; a Seate’pdvifices toits qualiffed resi;
dents, smounts not if excess of $10,000; to aid such
residents in atte medicel gchools, The Ytuitfon
and other fees ar 1d, from these amounts directly .. N
to-the particu chogl, selected by the recipients. - ' o
Any remaining to are paid directly to the ' *° ~N .

©  students to held] tifem meet ‘thei,r .other expensés, e S e

/ ?

. The studen¥{and the b'oar& appointed to administer s . o
the progfam enter into an agreement which includes &~ ™
promise by the recipient to repay the emounts in’
five amnual installments commencipg one year after . .
the completion of his medicaludy/zgtw. The agres- : . .
ment fury:her.provides that for'gacﬁﬁiear the-recip- - o *
+ - ient praetices medicine in a rural area of the<State, ! o
' the installment due that year is to be cancelled, - o E
__ Thergfore, by fulfilling ‘his promise to” practice five _— y;
@+ - years in a pural arep, the recigient is yelieved oE v, " ‘ O
: any obligation'to repay the amounts advanced to Aim ¢ E
. reasog, other than death, the recipient ’ P
ziomncq or continué his practice in .
the desig _community, he-is required’to repdy the St
« . outstanding balance of the amounts, The repayment SN
. * requirements are to insure “that the program &codu- gt
. plishes its aim of providing doctors for the rural® . Coe .
. Areas oftt!js,sgate.‘ . I Lo
/e :

- 2]

Section 61 0f the Code provides that unless otherwise T .
‘ excluded by*law, sross income means all incomé from . v
_* ' whatever-source derived including, but not "lilitpa oL

to, income from djscharge of indebtednesd. W S

< Accordingly, in the instant case, the Ilgt&l“i;l- [P
ceived from a State under Yts Medital Education” - . .. - -
Loan Scholarship Progrsa are mot excludibli-Yrom'a - . - . IR
‘reciplent's gross income under the provisiops of ' - . . .

¢ N

e

¢

Lo
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’ .. ' section 117(a) of the Code, but.are includible:in his '- .
e . - BTO8S incom under dection 61 of the Code in sach tax- ,
o * '+ able yeaT to the extent that, repayment of a portion : . /
P of. the loan 1is no longer roquirod For ‘sxample, 1if a .
‘ " '., wecipient, after receiving a total of $10,000 while -
attending medical school, practices mdicino for five
. ‘years in the rural areas of the State and 1/5 of the
) . $10,000, or $2 000, is cancelled for each of the five N '
T e » years, then $2,000 1is includible in hia grou income * "
g fot‘ each of thoae yurs. . .-
. VU :‘ e ¥ ’ : ‘. ' c e .
A"-.'" "“_.m\h ..Ruling .74=540 by. the Interml Revouue Service aubuquently extended o
»%ﬂ*" -;ﬂfl decision quoted above to other types. of 10¢n programs involving re- ST
i.&? jij' plymnt or forgiveneu by\the.govermnt. Py \ b
K o R : ‘
"*a f‘ e S\“" S~ Podin{:ri\ and other health care profeuibnals who set up practice ”
"7- ’m;‘; b"unq,euervod areas may have to forego for some years 'the higher earn- T
"ty DR js that are pouible from. practice in more affluent areas. While ‘the 4
- -¢.y  tax on.their lower earnings would be less, the tax incurred on the ¥,
O o amount of loan tepayment could be A major financial barden to the new . B
A prnctits{onar in view_of the large’amounts of borroving anticipated ’
/ ) under thg plan. For example, if the earnings from fees from practica f
A in an underserved area were,$18/000 for one year and the amount of loan
7 replymnt’“ﬂsrmt“?iﬁ“ Was $12,000; the ificome tax due on the amount
c. repaid by the goverrment might be $4,00Q or $5,000. This amount, in ° &

» addition to the, usual taxes on earned income, might be more of a charge
‘ngainst enrninga than a new practitioner could stand,

> )

LR

Bl

. ‘ oy f it): wu with- this problem in mind th&t Repres ntntive William -
T NS Am“\én (R-Colorado) intvoduced HR 6547 into. thp 94th Congress, First
% " . Sessidn, on May 1, 1975, This biil was designed to samend the Iiternal

N\ *"‘ Revenus, Code .to "excluda from gross income the t of certain can-
‘ / colhtiona of indebtedness under student loan prdgrlm " Specifically
B : dcbtedueu of an individual incurred'while a student was "discharged
- if the individual vorked for-a certain period of -time in certain pro- .
w fessions or certain geogtnphicll nron or for certain classes of. tmo
A ployers." [ - ) . -
A \? study staff- belfqyee char.. the ].anguage -of the bill 41f en.;cud
".** would be broad emough. te cover etudents of ‘podiatric medicine who pro-
Joee vide service in underserved areas under -the terms of ;he querrad Cost
.« f. - of Educat‘ion Plan’ propased in th;ls veport; . . . A-

. mehtioped in the bill were situations in which all or a part of the in- .

N . - =
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. ; . Appendix I -
+  Background on the Podiatry Profession

and the Study for the American Association ‘ ’ ‘
of Colleges of Podiatric Medicine
) - Doctors of podiatric medicine, even ‘-org than practitioners in i

other health professions, are in short supply in the United States.. ) ,
Podiatric medicine is the smallest of the major health professions, . .
with only some 7,000 podiatrists curreatly practicing ih the eatire ° -
pation, less than half as many as-are needed based on an estimated -
total demand of about 15,000 podiatrists. The current capacity of the
five* existing colleges to educate podiatrists is not adequate to meet
. present and future needs (350 Doctor of Podiatric Medicine degrees
’ were swarded in 1975). Moreover, the average age of practicing podia-
. trists (65 percefit are &5 years of age or older) is higher than in most
other health professions; the current rate of replacesent- i3 not
adequate even to maintain present manpower to population ratios. At .
the same time the demand for podiatric services is growing rapidly .
because of:

Fl

- e the increasing demand for all forms  of medical
care; . .

o ﬁcrmin; public avareness of podiatric medical
services and the importance of foot health care; N

-

e increasing significance of the role of podiatrists - )
in preventive and d ostic medicine; . , :

e a growing realfzat of the importance of keebing
older people smbulatory, coupled with the steady
incyease in the number of older people within the
population; T :

= e the increased l1ikelihood of a national hea